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PREFACE. 


"■■< 


f!o  the  "Preference  Bondholders  of  the  Grcmd  Trtmk 
Rmlway  Company  of  Canada : 

Bacon  said,  '*  It  is  generally  better  to  deal  by  'speech  than 
by  letter,"  and  I  should  ranch  have  preferred  adopting  this 
course,  had  circumstances  permitted  my  attending  those  meet- 
ings in  England  which  have  been  convened  to  discuss  the 
^mpoT^nt  questions  which  so  much  affect  your  interests  in  this 
undertaking.  Having,  however,  felt  it  incumbent  upon  me  to 
come  before  you,  I  have  decided  to  do  so  in  writing,  rather 
than  not  at  all. 

In  indicating  a  policy  for  the  Preference  Bondholders,  in 
the  autumn  of  1860,  and  thence  until  a  very  recent  date,  I 
had  recc|iyed  for  it  the  approbation  of  those  w^iio  were  active- 
ly engaged  in  asserting  and  protecting  their  rights  ;  and  in 
conducting  the  legal  proceedings  referred  to  ir  r):e  following 
pages,  I  had  also  received  uneqijiivqcal  assurances  of  satisfac- 
tion. 

No  one  will  deny  that  the  litigating  Bondholders  had  a  right 
to  file  their  bill  for  the  purposes  before  mentioned,  and  to  press 
their  suit.  Their  position  in  this  particular  is  indefensible. 
During  the  progress  of  this  litigation,  none  but  the  Defendants, 
the  Judgment  Creditors,  and  the  Company  and  their  respective 
friends,  have  questioned  the  policy  of  this  proceeding. 

At  the  meeting  of  the  24th  December,  1861,  when  all  parties 
determined  to  unite  their  endeavours  to  obtain  Government 
relief  for  the  road,  the  proceedings  in  the  suit  were,  in  con- 
sequence of  this  arrangement,  stayed ;  and  that  meeting  de- 
cided "that  the  Government  and  Legislature  of  Canada 
should  be  impressed  with  the  importance  of  prompt  action  in 
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dealing  with  the  question  of  the  Postal  Subsidy  and  its 
Capitalization,  as  the  only  practical  means  of  relieving  this 
concern  from  it>s  financial  embarrassments." 

As  this  is  the  most  recent  official  indication  of  the  policy  to  be 
pursued,  1  assume  that  the  Preference  Bondholders  have  been 
convinced  of  its  entire  practicability  in  thus  committing  them* 
selves  to  it  as  the  only  alternative. 

I  have  resumed  that  :i  Capitalization  scheme  cannot  pass 
the  Legislature  of  this  Province.  1  have  shewn  that  if  it  did 
— the  Preference  Bondholders  would  in  nowise  be  benefitted 
by  its  passage. 

The  legal  proceedings  in  Canada  having  been  stayed,  I  have 
prepared  this  brochure  upon  a  subject  of  great  Provincial  im- 
portance ;  and  now  submit  it,  with  the  simple  statement,  that 
its  publication  is  made  solely  by  myself,  without  authorization 
from,  or  prejudice  to,  the  litigating  parties. 

I  have  embraced  this  opportunity  to  give  a  concise  his- 
tory of  the  "  case ''  of  the  Preference  Bondholders,  as  evidenced 
by  the  proceedings  and  meetings  here  and  at  home  since 
October,  i860. 

RICHARD  SNELLING. 


Toronto,  24th  February,  1862. 
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THE 


<^xmA  ivunh  |luitwatj  (ibampani)  of  Canada. 


INTRODUCTION. 

The  Report  of  the  London  Directors  of  the  Grand  Trunk 
Railway  Company,  issued  on  the  26th  October,  1860— first 
originated  the  dJBcussion  between  the  various  classes  interested 
in  the  Railway,  and  particularly  between  the  Preference  Bond- 
holders on  the  one  hnnd,  and  the  Judgment  Creditors  on  the 
other,  as  to  the  order  of  priority  in  which  their  respective 
claims  were  enforceable  against  the  revenue,  lands,  plant  and 
rolling  stock  of  the  Railway.  In  this  Report  an  announce- 
ment was  made  which  alarmed  the  Preference  Bondholders. 
It  was  as  follows : — 

"  In  the  present  embarrassed  state  of  the  Company's  affairs, 
and  the  uncertainty  of  relief  from  the  Governmcnj 
adequate  to  meet  its  liabilities,  Messrs.  Baring 
Brothers  and  Co.,  and  Messrs.  Glyn,  Mills  and  Co., 
have  obtained  a  Judgment  against  the  Company  for 
debts  due  to  them  and  others  whom  they  repre- 
sent, which  vests  in  their  agents  the  power  of  seizure 
of  the  rolling:  stock  of  the  road,  but  this  measure  has 
been  adopted  for  the  general  benefit  of  q\\  present 
creditors,  to  guard  against  hostile  prosecution  of  indi- 
vidual claims,  and  for  the  protection  of  the  Company's 
interests." 

Immediately  after  the  issue  of  the  Report  of  the  26th  Octo- 
ber, 1860,  a  meeting  of  First  Preference  Bondholders  was 
convened,  and  on  the  2nd  November,  1860,  they  resolved — 

••*  1st,  That  a  Committee  be  appointed  to  consider  the  circum- 
stances and  conditions  of  the  First  Preference  Bond- 
holders, and  to  take  immediate  and  active  measures 
for  the  protection  of  their  interests. 

**  2nd,  That  it  appears  to  this  meeting  that  the  interests  of  the 
Preference  Bondholders  are  so  nearly  identical  with 
the  general  interests  of  the  proprietors,  that  the  Com- 
mittee ought  to  be  prepared  to  co-operate  with  the 
other  interests  in  the  undertaking." 
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On  the  17th  December,  1860,  the  Committee  appointed  by 
the  said  resolutions  presented  their  Report,  to  which  (except  in 
so  far  as  it  deals  with  the  question  of  the  Judgments  which  had 
been  obtained  by  Messrs.  Baring  and  Glyn)  it  is  unnecessary  to 
make  further  reference.     I  therefore  extract  the  following  : — 

"  In  the  personal  communications  which  have  taken  place 
between  the  Committee  and  the  London  Directors, 
the  subject  of  this  Judgment  has  been  specially 
referred  to,  and  the  London  Directors  have  reiterated 
to  the  Committee  the  statement  just  quoted  from  the 
Report  of  the  26th  October  last,  adding,  riowever, 
that  they  do  not  consider  the  First  Preference  Bond- 
holders as  present  creditors. 

"  The  London  Directors  (including  Mr.  Baring  and  Mr.  Glyn) 
have  personally  assured  the  Committeethat  the  Judg- 
ment is  not  intended  to  be  used  in  any  manner 
hostile  to  the  general  interests  of  the  claimants  on 
the  line,  that  it  is  specially  designed  to  prevent 
efTrctunlly  any  interruption  to  the  working  of  the 
line,  which  might  by  possibility  be  occasioned  by 
the  vindictive  measures  on  the  part  of  small  local 
creditors ;  and  that  as  far  as  can  be  ascertained,  the 
Judgment  will  be  entirely  efficacious  for  these  ends. 

"  The  Judgments  obtained  are  for  advances  and  other  ordinary 
contract  debts,  and  the  London  Directors  describe 
the  measure  to  confer  a  legal  power  to  seize  the 
rolling  stock  of  the  line." 

As  to  the  legal  remedies  for  overdue  interest  and  principal, 
this  Committee  reported :  "  As  to  the  remedy  for  overdue  in- 
terest, they  (the  First  Preference  Bondholders)  will  be  entitled 
to  apply  to  the  Courts  in  Canada  to  appoint  a  Receiver  over 
the  line  empowered  to  pay  as  far  as  possible  the  interest  on 
the  First  Preference  Bonds  after  first  defraying  the  necessary 
working  charges  of  the  concern." 

*'  The  remedy  of  the  First  Preference  Bondholders  for  the 
Principal  amount  of  the  Bonds  themselves,  it  may 
be  pretty  safely  assumed  would  not  be  legally  avail- 
able till  the  due  date  of  the  Bonds  in  December,  1881, 
and  that  remedy  would  then  be  against  the  lands  and 
buildings  of  the  Company. ^^ 

The  views  entertained  by  this  Committee,  as  to  the  rights  of 
the  First  Preterence  Bondholders,  were  evidently  opposed  to 
a  correct  appreciation  of  their  true  position,  and  were  evi- 
dently expressed  in  the  interest  of  other  claimants — then  and 
now    deeply   interested    in  the   undertaking — the    Judgment 
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Creditors,  Messrs.  Baring  &  Co.,  and  Messrs.  Glyn  &  Co.  This 
Committee  were  aware  at  the  time  of  the  compilation  of  their 
report,  that  it  would  not  find  favor  with  ihe  majority.  The  fol- 
lowing statement  in  the  report,  from  wliich  1  quote,  confirms 
this  view  :-■ - 


u 


They  have  to  slate,  however,  that  other  First  Preference 
Bondholders,  acting  independently  of  the  Committee, 
have  already  taken  the  opinions  of  eminent  counsel 
as  regards  the  rights  of  First  Preference  Bondholders, 
and  the  remedies  available.  These  parties  have  also 
forwarded  instructions  to  Canada,  with  a  view  to  an 
early  assertion  of  their  rights  before  the  proper 
Court." 


This  latter  statement  presents  my  first  identification  with, 
and  engagement  on  behalf  of  the  interests  of  the  First  Prefer- 
ence Bondholders.  At  the  p-erod  referred  to,  I  was  instructed 
by  Messrs.  Ashurst,  Son  &  Morris  to  take  the  necessary  pro- 
ceedings on  the  part  of  the  First  Preference  Bondholders 
referred  fo  in  the  before-mentioned  Report,  for  the  purpose  of 
having  their  rights  settled  and  determined. 

It  had  been  advised  by  eminent  counsel  at  home,  and  their 
opinion  had  been  concurred  in  by  eminent  counsel  practising 
on  the  Equity  side  of  the  Upper  Canadian  Bar  ; 

That  the  Preference  Bondholders  were  entitled  to  a  chiirge 
of  the  same  nature  and  extent  as  that  which  the  Province  for- 
merly had. 

That  the  lien  of  the  Province  extended  to  the  rolling  stock 
and  plant,  and  that  consequently  the  charge  created  in  favour 
of  the  First  Preference  Bondholders  by  the  act  of  1856,  also 
comprised  the  same  property. 

That  as  default  had  been  made  in  the  payment  of  interest 
on  such  Bonds,  the  holders  thereof  were  entitled  to  have  a 
Receiver  and  Manager  appointed,  and  also  to  have  the  Judg- 
ment Creditors  restrained  by  injunction  from  seizing  the  rolling 
stock  or  plant  under  their  executions. 

In  effect  that  they  were  in  the  position  of  First  Mortgagees 
on  all  the  property  of  the  Company,  including  the  rolling  stocky 
and  therefore  that  no  Judgments  against  the  Company  could 
be  enforced  except  subject  to  the  prior  claims  of  the  Bond- 
holders. 


CASE  OF  THE  PREFERENCE   BONDHOLDERS. 

The  "  Case  "  of  the  Preference  Bondholders  has  already  been 
vnry  fully  discussed,  and  in  one  section  of  this  Province  adjudi- 
cated upon  ;  still,  to  render  myself  intelligible,  I  may  properly 
refer  to  a  very  able  exposition  of  their  position  and  rights,  as 
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issued  by  Messrs.  Ashurst,  Son  &  Morris,  on  the  7th  February, 
1861,  and  from  this  brochure  1  make  the  following  quotations  , 

"So  much  misconception  prevails  as  to  the  rights  of  the  Pre- 
ference Bondholders,  and  as  to  the  effect  of  the 
exercise  of  those  rights  on  the  general  interests  of 
the  Railway,  that  it  is  deemed  desirable,  for  the  in- 
formation of  all  classes  interested,  to  give  an  outline 
of  the  case,  and  of  the.  course  intended  to  he  pursued 
in  asserting  the  rights  of  the  Preference  Bondholders^ 
as  first  incumbrancers^  against  the  claim  set  up  by 
Judgment  Creditors  to  seize  the  rolling  stock  and 
plant. 

**  Prior  to  the  year  1856,  the  Province  of  Canada  had  ad- 
vanced to  this  railway  £3,111,500  ;  for  which  ii  had, 
by  the  several  Acts  constituting  the  Company,  a 
first  lien  or  charge  on  the  Railway  and  property  of 
the  Company. 

**  In  1856  the  Company,  being  unable  to  raise  the  further 
capital  required  to  proceed  with  the  works,  applied 
to  the  Government  of  Canada  for  aid ;  and  as  the 
result  of  negotiation  between  the  Company  and  the 
Government  the  Relief  Act  of  1856  was  passed, 
under  which  the  First  Preference  Bonds  were  issued. 

"  That  Act  provides  as  follows  : — 

"  *  For  the  purpose  of  enabling  the  Grand  Trunk  Railway 
Company  of  Canada  to  complete  their  undertaking, 
the  Governor  in  Council  shall  be  and  is  hereby 
authorized  to  carry  into  effect  the  arrangement  pro- 
visionally entered  into  between  the  Government  of 
Canada  and  the  said  Company,  based  upon  the  fol- 
lowing terms,  viz. : — 

*The  said  Company  shall  be  authorized  to  issue  preferential 
bonds  to  the  extent  of  Two  Millions  of  Pounds 
sterling.  The  holders  of  such  bonds  to  have  priority 
of  claim  therefor  over  the  present  first  lien  of  the 
province. 

"  The  proceeds  of  the  said  bonds  shall  be  deposited  with  the 
provincial  agents  in  London,  and  released  to  the 
Company  on  the  certificates  of  the  Receiver  General, 
upon  proof,  to  the  satisfaction  of  the  Governor  in 
Council,  of  progress  of  the  several  works  herein- 
after mentioned.' 

**  Shortly  after  tlie  passing  of  this  Act,  subscriptions  were 
solicited  towards  the  First  Preference  Bonds  in  a 
circular  signed  by  the  Secretary  of  the  Company,  and 
dated  the  9th  of  December,  1856,  in  which  it  was 
stated  that  'the  holders  of  such  Bonds  are  to  have  a 
priority  of  claim  over  the  present  first  lien  of  the 


11 


rential 
'ounds 

1 

riority 
of  the 

1 

■-V. 

ith  the 
lo  the 
ineral, 

i 

nor  in 

erein- 

were 

in  a 

r,  and 

i 

V 

;  was 

,,■ 

ave  a 
}fthe 

1 
i 

u 


4( 


Prch'  :.'  In  the  same  circular,  the  Act  of  1856 
was  >  ;icribed  as  a  concession  by  the  Govprnment  of 
'  the  first  charge  on  *he  undertakings  amounting  to 
upwards  of  three  millions  sterling.^  The  last  para- 
graph of  the  circular  is  in  these  words: — '  It  has 
been  before  mentioned  that  these  Debentures  are  to 
have  priority  of  claim  over  the  present  first  Hen  of 
theProvince^  anc?  there  cannot,  therefore,  be  any 

DOUBT  AS  to  their  SECURITY  AND  VALUE  AS  AN  INVEST- 
MENT.' 

In  1858,  a  further  Relief  Act  was  passed,*  under  which 
the  Second  Preference  Bonds  were  issued  for  £1,111,- 
500,  being  the  balance  of  the  Province's  lien  beyond 
the  two  millions  Fir.>^t  Preference  Bonds. 

In  a  circula!:',  dated  3rd  March,  1859,  signed  by  all  the 
LonJ.on  Directors,  and  soliciting  subscriptions  for 
the  Second  Preference  Bonds,  the  following  state- 
ment appears: — 'The  sum  of  JC3,1 11,500  has  been 
raised  on  Bonds  of  the  Province  of  Canada,  the 
interest  on  which  formed  the  first  claim  on  the  Rail- 
road.'' In  the  same  circular  the  Directors  state  that 
*  the  proposed  new  issue  of  £1,111,500  of  Second 


•  That  of  22  Vic.  ch.  52,  by  which  the  Company  was  authorized  to  increas» 
its  capital,  and  whereby  it  was  enacted  that  the  further  capital  so  authorized 
might  be  raised  by  Preferential  Bonds,  which  should  be  deemed  to  be  Preferen- 
tial Bonds  within  the  meaning  of  the  said  Act  of  the  19th  and  20th  years  of 
Her  Majesty's  reign,  c.  Ill,  and  that  such  bonds,  together  with  the  Preferential 
Bonds  already  issued  nnder  the  authority  of  the  said  Act,  should  be  entitled  to 
the  privileges  conferred  on  Preferential  Bonds  by  the  said  Act ;  or  that  such 
increase  of  cap  ital  might  be  effected  by  bonds  not  preferential,  or  by  mort- 
gage, or  by  the  issue  of  new  shares ;  and  it  was  thereby  further  enacted  that, 
subject  to  the  rights  and  powers  of  the  Atlantic  and  St.  Lawrence  Railroad 
Company  under  a  certain  lease,  as  to  the  jiortion  of  the  undertaking  thereby 
demised,  the  earnings  of  the  Grand  Trunk  Railway  Company  of  Canada,  after 
deduction  of  working  expenses,  should  in  each  half  year  be  appropriated  and 
applied  as  follows : — First,  in  and  towards  the  payment  of  the  interest  upon 
the  amount  which  for  the  time  being  should  hare  been  raised  by  the  issue  of 
Preferential  Bonds  as  therein  and  hereinbefore  mentioned ;  Secondly,  in  and 
towards  payment  of  the  interest  upon  the  loan  capital  of  the  Company,  for  the 
time  being  raised  and  subsisting  upon  and  in  respect  of  the  several  classes  of 
its  bonds  and  debentures  other  than  the  said  Preferential  Bonds ;  and  Thirdly,, 
in  and  towards  payment  of  a  dividend  at  the  rate  of  6  per  cent,  per  annum  on, 
the  stock  and  shares  of  the  Company  ;  and  after  payment  of  such  dividend, 
then  in  or  towards  the  payment  of  the  interest  on  the  Provincial  Debentures, 
issued  in  aid  of  the  Company  from  time  to  time  to  the  extent  of  £3,111,500  ster- 
ling in  all ;  and  after  payment  of  such  interest,  the  surplus,  if  any,  should  b* 
applied  in  payment  of  a  further  dividend  upon  the  stock  and  shares  of  th& 
Company. 

Under  the  last  mentioned  Act,  Second  Preferential  Bonds  have  been  issued 
for  £1,111,500  sterling,  being  the  residue  of  the  amount  of  the  provincial  lien, 
after  deducting  that  of  the  First  Preferential  Bonds  ;  but  such  Second  Preferen- 
tial Bonds  have  not  even  yet  been  all  taken  up,  nor  has  the  Company  adequately 
increased  its  capital  in  any  of  the  methods  prescribed  by  the  last-mentioned 
Act,  but  has  incurred  heavy  debts,  called  floating  debts,  for  the  completion  and 
equipment  of  its  railway,  and  for  other  purposes  which  should  have  been  provi- 
ded for  out  of  capital,  and  were  by  no  means  chargeable  against  earnings. 
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Preference  Debentures  will,  with  the  £2,000,000 
of  First  Preference  already  issued y  assume  the  position 
originally  occupied  by  the  Provincial  Debentures  of 
£3,111,500.'  it  has  been  repeatedly  asserted  by  the 
Directors,  and  it  is  borne  out  by  the  Acts,  that  the 
Province,  prior  to  the  Act  of  1856,  vjexe  first  mortga- 
gees^ and  had  the  first  claim,  on  the  receipts  of  the 
line.  These,  tfien,  are  the  rights  which  the  Preference 
Bondholders  took  when  they  assumed  the  position 
of  the  Province. 
"  Previous  to  the  issuing  of  the  Report  of  the  Directors,  dated 
26Lh  October,  i860,  no  one  doubted  that  the  Prefer- 
ence Bonds,  as  had  been  always  represented,  and  as 
their  name  implied,  conferred  on  the  holders  a ^rsf 
charge  ;  and  so  late  as  April,  1860,  subscriptions 
were  solicited  for  the  Second  Preference  Bonds,  on 
a  representation  that  a  certain  amount  of  gross  traffic 
would,  after  deducting  working  expenses,  leave 
sufficient  to  pay  the  interest  on  the  First  and  Second 
Preference  Debentures^  showing  clearly  that,  at  that 
timey  it  was  not  supposed,  that  unsecured  creditors 
could,  by  obtaining  judgments,  interfere  with  the 
rights  so  repeatedly  asserted  to  be  possessed  by  the 
secured  creditors." 

Messrs.  Ashurst,  Son  &  Morris  had  reasonably  hoped  that 
the  litigation  into  which  the  Preference  Bondholders  had  em- 
barked would  not  be  a  protracted  one — and  Tmake  the  follow- 
ing extract  from  their  *'  case  ''  with  a  view  of  further  reference 
to  the  subject  hereafter  : — 

'*  As  regards  the  time  it  will  take,  much  will  depend  on  the 
character  of  the  opposition ;  but  remembering  who 
are  the  principal  Judgment  Creditors,  and  the  large 
interests  involved,  it  is  assumed  that  no  difficulty 
will  be  thrown  in  the  way  of  a  speedy  decision." 

I  have  one  other  quotation  to  make  on  the  subject  of  the 
litigation,  which  is  as  follows : — 

"  The  Grand  Trunk  is  not  yet  a  wreck,  and,  whoever  else  may 
abandon  it,  the  Preference  Bondholders  do  not  intend 
to  do  so,  as  the  proceedings  they  are  now  taking  suffi- 
ciently indicate.'^ 

INSTITUTION  OF  SUIT  IN  CANADA. 

The  litigation  was  fairly  embarked  upon  on  the  3rd  January, 
1861,  and  a  Bill  was  filed  in  the  (Jourt  of  Chancery  at 
Toronto,  against  tho  Grand  Trunk  Railway  Company  of 
Canada,   the  Judgment  Creditors,  (Messrs.  Baring  and   Co., 


J 


IS 

and  Messrs.  Glyn  and  Co.),  and  Her  Majesty's  Attorney  General 
for  Upper  Canada,  as  representing  tho  interests  of  the  Crown  in 
respect  of  its  lien. 

The  Plaintiff's  Bill  of  Complaint,— after  stating  the  various 
Acts  of  the  Provincial  Parliament  upon  which  their  first 
charge  depended,  and  which  may  be  referred  to  as  follows  : 

12Vic.ch.29 1849 

14  and  15  Vic.  ch.  73 185 1 

"  ♦'         "     61 1851 

16  Vic.  ch.  37 1852 

"        "    39 1852 

18Vic.  ch.  33 1854 

"        "  174 1855 

19  and  20  Vic.  ch.  Ill 1856 

20Vic.ch.ll 1857 

22  Vic.  ch.  52 1858 


The  charge  as  to  Interest,  being  created  by  the  act  of  1849  ; 
that  as  to  Principal,  by  the  act  of  1851 ;  the  Railway  being 
incorporated  by  the  act  of  1852  ;  the  amaloramation  of  the  various 
lines  by  the  act  of  1854 ;  the  loan  of  £900,000,  by  the  act  of 
1855 ;  the  first  Preference  Bonds  being  created  by  the  act  of 
1856, — concluded  with  the  allegations  following  : 

"  The  receipts  and  earnings  of  the  said  Railway  Company,  as 
the  same  is  at  present  managed,  are  not  sufficient  to 
pay  the  expenses  incurred  in  working  the  said  Rail- 
way and  incidental  thereto,  and  there  is  no  fund 
available  to  Iho  said  Railway  Company,  out  of  which 
to  pay  the  c  trerdue  interet<t  on  the  said  Preferential 
Bonds. 

"  The  Plaintiff  charges  that  the  said  Preferential  Bonds  consti- 
tute a  charge  or  lien,  not  only  uprnlhe  said  Railway  and 
the  profits  and  tolls  thereof,  and  the  lands  and  real 
Estate  of  the  said  Company,  but  also  upon  the  En- 
gines, Carriages  and  other  Rolling  Stock,  and  upon 
the  Plant  and  all  the  other  tangible  personal  property 
of  ;he  said  Railway  Company, 

**  The  security  of  the  holders  of  the  said  Preferential  Bonds 
would  be  greatly  impaired  if  the  said  Defendants 
having  the  aforesaid  Judgments  were  to  sell  the 
Rolling  Stock  and  Plant  of  the  said  Company  under 
the  said  Executions,  inasmuch  as  the  said  Preferen- 
tial Bondholders  would  then  have  no  means  of  making 
the  sai.i  Railway  available  to  satisfy  their  claims  by 
working  tiie  same  thnmrrh  the  intervention  of  a  Re- 
ceiver and  Manager,  and  the  property  on  which 
such   holders  depend  as  security  lor  the  payment  of 
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their  claims  would  be  diminished,  not  merely  in 
the  marketable  value  of  the  said  Rolling  Stock,  which 
is  worth  about  One  Million  pounds — but  by  the 
breaking  up  ot  the  Traffic  on  the  said  Railway, 
which  it  would  be  impossible  to  restore  for  a  con- 
siderable time,  or  without  an  expenditure  of  several 
Millions  of  dollars. 

**  The  plaintiff  charges  that  the  holders  of  the  first  Preferentitil 
Bonds  are  entitled  to  priority  in  respect  of  their  first 
charge  or  lien,  upon  the  said  Railway,  its  Tolls  and 
Profits,  and  upon  the  Rolling  Stock  and  Plant,  and 
all  the  other  property,  real  and  personal  of  the  said 
Railway  Company,  over  the  respective  charges  and 
liens  of  ihe  Provincial  Government  and  of  the  said 
Execution  Creditors. 

"  The  plaintiff  also  charges  that  the  said  first  Preferential  Hond- 
holders  are  entitled  to  have  a  Receiver  and  Manager 
of  the  sMid  Railway  appointed,  by  whom  the  said 
Line  t)f  Railway  may  be  vvorked  for  the  benefit  of 
the  respective  classes  of  lienholders  therein,  in  their 
proper  order  of  priority." 

And  also  with  the  following  prayer: — 

"  1.  That  the  Plaintiff  and  the  said  other,  the  said  first  Prefer- 
ential Bondholders  may  be  declared  entitled  to  a  first 
charge  <'r  lien  in  respect  of  their  said  securities  upon 
the  said  Railway,  and  the  Tolls,  Profits  and  Revenue 
thereol,  and  upon  the  Engines,  Carriages,  Rolling 
Stock  and  Plant  of  the  said  Company,  and  upon  all 
the  real  and  personal  property  of  the  said  Company. 

*•  2.  That  a  proper  person  may  be  appointed  as  Receiver  and 
Manager  of  the  said  Railway,  by  whom  the  traffic 
thereof  may  be  carried  on,  and  that  the  profits  derived 
from  such  traffic  may  be  applied  in  the  satisfaction  of 
the  overdue  interest  and  other  debts  and  demands  of 
the  said  several  classes  of  Creditors  in  their  proper 
order  of  priority. 

**  S.  That  the  said  defendants,  Messrs.  Baring  and  Co.,  and 
Messrs.  Glyn  and  Co.,  may  be  restrained  by  the 
Order  and  Injunction  of  this  Honorable  Court  from 
seizing,  selling  or  in  any  way  interfering  with  any  of 
the  Engines,  Carriages,  Rolling  Stock  or  Plant  of  the 
said  Railway  Company." 

The  Bill  was  served  on  all  parties. 

This  was  the  position  of  matters  in  Canada  in  the  early  part 
of  January,  1861,  and  the  suit  was  in  statu  quo,  until  the 
answers  of  the  Judgment  Creditors  and  the  Company  were 
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filed,  the  former  on  the  5th  April,  1«6I,  and  the  latter  on  the 
24th  April,  1861. 
In  England,  however,  much  was  going  on  (liirin«;  this  period. 


PROCEEDINGS  IN  ENGLAiNI).— JAN.  1861. 

On  the  2nd  January,  1861,  an  important  Meeting,  convened 
by  the  London  Directors,  was  held  (a  full  report  of  which  has 
already  appeared.) 

The  Committee  of  Preference  Bondholders  in  their  report  of 
the  17th  December,  1860,  from  which  I  have  already  quoted — 
in  discussing  the  "  Policy  to  be  at  present  adopted,"  stale  as 
follows  : 


lolling 


part 
tithe 


"  The  great  object  to  be  now  accomplished,  is  the  raising 
of  two  or  two  and  a  half  millions  sterling,  for  the  pur- 
pose of  liquidating  present  debts  and  placing  the 
line  in  an  efficient  condition  for  m<^.'eting  the  require- 
ments of  the  traffic. 

"  The  Committee  feel  strongly  that  the  Grand  Trunk  Company 
has  a  right  to  look  to  the  Canadian  Crovernment  for 
aid  in  this  extreme  difficulty^  a  right  founded  upon  a 
fair  and  reasonable  inlerpietation  of  the  conditions 
and  circumsttinces  under  which  ten  millions  of  Eng- 
lish capital  have  been  spent  in  conferring  upon 
Canada  the  best  and  most  perfect  system  of  Kaihvay 
transit  to  be  found  in  North  America." 

The  original  prospectus  was  issued  in  1853,  and  I  he  report 
proceeds  as  follows  : — 

*'In  the  several  applications  which,  since  1853,  have  been 
made  by  the  Company,  to  the  Canadian  Government, 
lor  facilities  and  for  aid  in  prosecuting  the  works, 
the  moral  responsibility  of  the  Province  to  the  under- 
taking has  been  ueiformly  urged  as  the  basis  of  these 
applications,  and  that  moral  responsibility  has  been 
in  effect  admitted  by  the  language  of  the  public  adSy 
under  which  assistance  has  been  rendered  to  the 
Company. 

"  The  Committee  are  quite  prepared  to  find  that  errors  and  ex- 
travagance may  be  detected  in  som".  portions  of  the 
policy  pursu'd  in  the  construction  of  the  liney 

The  result  of  the  meeting  of  the  '-'nd  January,  1861,  as  will 
be  gathered  from  the  printed  Report  of  the  proceedings  thereat 
was: — 

ThataSelectCommiltee  of  seven  persons,  viz. :  2  First  Pref- 
erence Bondholders;  1  Second  Preference  Bondholder;  2  Ordi- 
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nary  Bondholders  and  2  Shareholders,  was  appointed  to  confer 
with  the  Directors. 

That  Committee  was  composed  of  the  following  gentle- 
men: 

R.  W.  Crawford,  M.P.,  Chairman. 

William  Newmarch,  London,  (Chairman  of  former  Commit- 
tee of  Preference  Bondholders. ) 

Samuel  T.  Arnold,  Liverpool. 

William  Evans,  Manchester. 

William  Hartridge,  London,  (Member  of  former  Committee 
of  Preference  Bondholders. ) 

William  Smith,  London,  (Member  of  former  Committee  of 
Preference  Bondholders.) 

Henry  Wheeler,  London. 
And  it  was  referred  to  this  Committee  to  consider  a  scheme 
which  had  been  proposed  for  equipping  the  line  with  plant  and 
rolling  stock  and  for  extricating  the  Company  from  its  present 
financial  difRcultie«i,  and  to  report  thereon  and  on  any  amended 
or  substituted  scheme  which  they  might  advise,  at  the  earliest 
period. 

On  the  Otii  February,  1861,  the  first  report  of  this  Committee 
was  put  forlh  to  ihc  public. 

This  Committee  did  not  consider  it  prudent  to  entertain  the 
proposed  scheme,  and  advised  "that  the  Share  and  Bond- 
holders should  await  intelligence  of  the  course  taken  by  the 
Canadian  Government  and  Parliament."  They  also  adopted 
the  conclusion  that  "  the  best  and  most  effective  means  of 
advancing  the  claim  of  the  Grand  Trunk  Company  upon  the 
consideration  of  the  Canadian  Government  and  Houses  of 
Assembly,  will  be  by  means  of  a  Petition  to  be  sent  by  the 
Share  and  Bondholders,  praying  generally  for  relief  and 
assistance  in  the  present  embarassments  of  the  Line.'' 

The  Preference  Bondholders,  who  had  commenced  legal 
proceedings,  appear  to  have  had  very  little  faith  (and  very 
rightly  so)  in  the  ultimate  success  of  this  course.  I  again 
refer  to  the  "  Case,"  and  I  quote  therefrom  as  follows  : — 

"  In  the  present  embarrassed  state  of  the  Company's  affairs, 
the  Directors  have  applied  to  the  Government  of 
Canada  for  further  aid,  and  we  have  been  asked  to 
suspend  proceedings  until  the  result  of  that  appeal 
shall  be  known. 

'*  We  cannot  advise  the  Preference'  Bondholders  to  delay 
proceedings  on  the  c/fawce  of  what  the  Government  of 
Canada  may  do. 

"The  Preference  Bondholders,  it  rightly  advised,  have  al- 
ready a  first  charge  over  everything.  They,  there- 
fore, can  gain  nothing  by  legislation  ;  while  the 
Judgment  Creditors,  on  the  other  hand,  have  every. 
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thin^  to  gain  and  nnthinf^  to  lose  by  legislative  inteN 
ferencp.  The  Government  of  Canada  are  pledged 
to  introduce  some  measure  as  to  the  Grand  Trunk  in 
the  conning  Session;  it  has  been  openly  suggested 
{aUhovgh  we  do  not  believe  that  the  suggestion  will  or 
can  he  adopted)^  that  the  Government  should  advance 
the  two  millions  and  a  half  sterling,  which  is  said  to 
be  wanted  to  pay  off  the  floating  debt  and  provide 
additional  rolling  stock,  and  take  a  first  charge  for  it." 

The  Committee  of  Share  and  Bondholders  supplemented  to 
their  Report  various  "  reasons "  in  support  of  their  Petition 
applying  for  aid  to  the  Canadian  Parliament,  and  rested  their 
appenl  thereto  on  six  principal  grounds: 

"  First,  On  the  circumstances  connected  with  the  introduction 
of  the  Grand  Trunk  scheme  into  the  English  money 
market  early  in  1853. 

"  8econd,  On  the  declared  policy  of  the  Legislature  of  Canada 
on  the  subject  of  Railways  for  several  years  prior  to 
the  Prospectus  of  1853. 

"  Third,  On  the  apportionment  of  nearly  two-thirds  of  the  total 
aid  granted  by  the  Province  to  the  construction  of 
Lines,  which  at  present,  and  for  several  years  to 
come,  are,  and  must  be,  wholly  non-commercial  in 
their  character,  that  is  to  say,  that  while  desirable  as 
public  works  for  the  benefit  of  Canada,  are  indefensi- 
ble as  mercantile  investments  for  purposes  of  divi- 
dend. 

"  Fourth,  On  the' obligations  to  aid — which  have  been  admitted 
by  the  Province  in  the  course  of  discussions  which 
have  taken  place  during  the  last  four  years. 

*'  Fifth,  On  the  benefits  which  have  been  conferred  by  the 
Grand  Trunk  System  on  the  Province. 

"  And  Sixth,  On  the  considerations  of  general  policy  touching 
the  future  progress  of  Canada  as  inseparable  from 
the  financial  credit  of  the  Grand  Trunk  Railway 
Company." 

These  reasons  are  elaborated  through  almost  twenty  pagea 
of  printed  mattor,  which  concludes  the  report,  and  which  will 
be  more  particularly  discussed,  in  so  far  as  they  affect  the 
present  position  of  affairs,  hereafter. 

The  Scheme  of  arrangement  which  had  been  prepared  for 
the  considt  ration  of  tt.e  different  classes  interested  in  this 
Railwa}',  and  whic'i  this  Committee  declined  to  entertain,  was 
as  it  states  "specirilly  framed,  so  as  to  avoid  as  far  as  possible 
asking  the  Government  of  Canada  for  any  assistance  except 
that  based  upon  consideration  of  proper  security  and  the  interest 
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of  Ihe  Province,  closely  indentiKed  as  such  interests  are  with 
the  proper  development  and  prosperity  of  this  Ilfiilway,  to  say 
nothing  of  the  interest  which  ihe  Province  has  in  the  Koad  in 
respect  of  its  own  deht,  or  the  importance  to  Canadian  crelit 
generally  that  this  concern  sh.ill  bt'  put  upon  Jt  healthy  looting.'* 
The  heads  of  such  Scheme  of  Arriiuiirinpnt  were  us  follown: — 

"  1,  That  the  Government  of  Canada  Im  applied  to  for  an 
advancf  of  a  sum  not  exceeding  £500,000,  specially 
and  solely  for  the  purpose  of  providing  additional 
Kolling  Stock  and  plant,  to  he  secured  hy  o.  perpetual 
first  rent-charge  on  the  Railway  after  the  rate  of  6 
per  cent,  per  am. urn  on  the  amount  advanced,  and 
that  means  be  taken  to  secure  the  proper  and  econo- 
mical application  of  such  advance  to  the  purpose  for 
which  it  is  intended. 

•'  2.  That  the  Government  of  Canada  be  a[)plied  to  for  an  in- 
crease  to  the    prest'Pt   postal   subsidy,  and  that  the 
amount  of  any  such  increase  be  cai)italised  for  the 
bent'fit  of  tlie  floating  debt  creditors  who  shall  agree, 
if  by   such  means  a  million  sterling  can  be  raised,  to 
accept  such   a  Dividend  as  that  amount  will  pay  on 
their  debts,  and  to  rank  for  the  balance  with  interest 
after  all  the  existing  Bund  Creditors  of  every  class. 
3.  In  order   to   protect  the    Road  ami    the  properly  of  the 
Company /VoAM  seizure  at  any  lime  hereafter  by  hostile 
creditors,   and  to  ensure  the   application  of  the  net 
earnings  from  time  to  time  in  payment  of  the  different 
classes  according  to  their  legal  priorities,  a  permanent 
Receiver  shall  be  appointed  in  the  Suit  instituted  by 
a  Preference  Bondholder  in  Canada,   who  shall  con- 
tinue  until  the  net  proceeds    )f  the    Lino   shall    be 
sufficient  to  meet  the  annual  interest  on  the   whole 
Bonded  debt  of  the    Company.        The   title   of  the 
Receiver  to  be  confirmed  and   his  duties   defined  by 
Act  of  Parliament  ;  two  provisions  being  essential — 
viz: — 1st.  That  the    Receiver  remit  the  net  receipts 
periodically  to  the  Banker.«i    in  England,  unless  im- 
pounded   by  order  of  the  Canadian  Courts  to  satisfy 
the  claims  of  parties  residing  in  Canada.     2nd.  That 
all  claimants  against  the  Company  be  restrained  from 
proceeding  at  law,  but  shall  have  in  lieu  thereof  a 
summary  mode  of  applying  to  the  Court  in  Canada 
to  settle  (subject  to  an  appeal)  th.-ir  legal   priorities 
in  accordance  with  the  existing  acts,  and  that  the  net 
receipts  be  from  time  to  time  applied  in  accordance 
with  such  priorities. 

"  4.  That  inasmuch  as  clauses  1  and  2  affect  the  claim  of  the 
Preference  Bondholders  to  a  first  charge  on  the  earn- 
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ings,  a  meeting  shall  forthwith  be  held  in  London 
of  the  Preference  Bondholders,  fo  consider  this  pro- 
posed arrangement,  of  which  due  notice  shall  be  given, 
and  if,  notwithstanding  the  approval  of  such  meeting, 
one-fourth  in  value  of  the  Preference  Bondholders  shall 
within  10  days  after  the  date  of  such  Meeting  join  in 
dissenting  from  the  proposed  arrangement,  such  dis- 
sent shall  negative?  the  same.  That  as  an  inducement 
to  the  Preference  B'indliolders  to  nssent,  their  claims, 
as  defined  by  the  joinf  of)inion  of  Sir  Hugh  Cairns, 
Mr.  Amphlet,  Q.  C.  jind  Mr.  Westlake,  shall  be 
confirmed  to  them  by  Act  of  Parliament. 
"  5.  This  arrangement  to  be  without  prejudice  to  the  legal 
rights  of  any  Judgment  Creditor  who  may  object  to 
accept  the  provisions  of  clause  2  in  satisfaction  of  his 
debt,  but  a  limited  time  to  be  fixed  within  which  all 
creditors  shall  determine  whether  they  will  accept 
such  provision  or  not,  and  those  only  to  be  entitled  to 
the  benefit  of  it  who  accept  it  within  that  time. 

"  6.  An  Arrangement  Act  to  be  prej)ared  for  the  purpose  of  giv- 
ing effect  to  this  iiirangcment,  and  to  contain,  in 
addition,  provisions,  (I)  Empowering  the  Company 
with  the  consent  of  the  Governor  in  Council,  to  stop 
up  or  lease  all  non-paying  porth.ns  of  the  line.  (2) 
To  give  up  or  make  fresh  urr/mgcments  loith  reference 
to  the  leased  lines^  if  the  same  should  be  found  not  to 
pay  the  rents  (3)  To  give  effect  to  the  recommendation 
of  the  intended  commission  as  to  the  working  arrange- 
ments of  the  line^  in  order  to  its  best  adaptation  as  a 
paying  commercial  conceru.  (4)  To  make  such  altera- 
tions in  the  constitution  of  the  Company  as  tvill  be 
fair  and  just  to  the  British  Capitalists  who  have  invest- 
ed their  money  in  the  undertaking^  and  as  will  secure 
to  all  classes  interested  a  proper  voice  in  the  manage- 
ment. 

"  7.  Inasmuch  as  the  supply  of  proper  Kolling  Stock  and 
Plant,  and  an  arrangement  with  the  floating  debt 
creditors  cannot  be  postponed  without  giving  rise 
to  fresh  complications  and  embarrassments,  the 
Government  of  Canada  be  urged  at  once  to  bring 
forward  a  measure  of  relief,  and  to  press  the  same 
upon  Parliament  without  waiting  for  the  Ileport  of 
the  English  Commission  as  to  the  future  working 
arrangements  of  the  Line,  which  are  quite  separate 
and  distinct  from  its  financial  embarassments,  and 
without  an  arrangement  of  the  latter  no  re-organisa- 
tion for  the  working  of  the  Line  can  be  effective. 

"  8.  That  these  Heads   be   circulated  amongst  the  different 
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c;la!«sc»  intfirested  and  then  bo  I'liriher  considered  at  an 

adjourned  Meeting  to  bo  hold  at  the 

London,  on  the       day  of  January   now    instant,  so 

that  the  Hime  mny,  if  then  approved  of,  be  sent  out 

for  the  considerntion    of  the  Government  of  Canada 

prior  to  the  meeting  of  the  Canadian  Parliameiit  in 

February." 

The   "reasons"    in    favtuir  of   the   proposed    arrangement 
scheme  were  shortly  stated  us  follows : 

"  1.  The  government  are  in  a  position  of  difficulty.  They  must 
either  (1)  grant  the  Company  \hefull  relief  it  requires 
or  (2)  do  nothing.  The  former  they  canV  do  if  they 
would.  After  a  good  deal  of  time  lost  it  will  end 
therefore  in  their  doing  nothing,  unless  some  middle 
course  can  be  sup;gested.  The  full  rrliof  which  the 
Company  wants  to  pay  off  all  it  owes,  and  stand  a 
frtir  chance  of  keeping  out  of  debt  lor  the  future,  is 
not  limited  to  Two  millions  and  a  half.  Some  pro- 
vision would  have  to  be  made  for  the  large  annual 
charge  for  interest  on  debt  which  the  net  proceeds 
clearly  will  not  be  sufficient  to  meet  for  at  least  some 
time  to  come. 

'*  2.  Anything  in  the  nature  of  an  arrangement  must  emanate 
from  the  parties  intensted.  No  scheme  which  may 
be  put  forward  simply  as  a  Government  measure 
would  stand  a  lair  chance,  so  strong  is  party  feeling 
in  Canada;  and  having  been  in  Canada  recently,  I  am 
bound  to  say,  that  amongst  all  classes  with  whom  I 
conversed,  many  of  whom  were  very  competent  to 
form  an  opinion,  the  strongest  prejudice  exists 
against  the  Grand  Trunk,  under  its  present  manage- 
ment, and  I  am  quit  •  sure  that  it  will  require  to 
present  the  scheme  in  a  praciical  busine  -  li^i'  form 
to  get  the  people  of  Candida  to  listen  to  any  iv-  i:.nre 
of  relief.  If  it  be  conceded  that  the  nf  .  .,'  ^  ol  aid 
emanate  from  this  side,  then  the  question  is,  whether 
the  parties  interested  can  belter  bring  it  forward  now, 
or  after  an  abortive  attempt  by  the  Government  to  do 
something  ?  Could  the  Government  then  so  well  take 
up  a  scheme,  involvinjj;  even  a  limited  amount  of 
rel;e^  nstl^ey  lou'  I  do  now?  Would  not  the  Govern- 
meiU  ihi::.  oe  all  but  powerless? 

*'3.  An  ari-ang-riTient  scheme  emanating  from  the  parties  in- 
leristeil  in  England  would  be  regarded  as  their 
scheme ;  the  people  would  look  favourably  on  a 
scheme  which  secured  them,  ( 1 )  The  Railway  free 
from  any  chance  of  future  embarassmentsa,  nd  (2) 
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The  Province  frxiin  bf  inp  culled  upon  for  any  further 
aid, — and  which  fnnher  promised  to  give  the  Province 
security  for  the  lim  leJ  aid  now  ttMkrd. 

"4.  Suppose  the  Company  could  "'se  enough  to  equip  the 
road,  what  is  then,  (o  prevent  its  afterwards  making 
itN  own  terms  with  the  fJovernment  lor  carrying  the 
Mails?  Would  not  the  I'rovince  huve  then  to  pay 
quite  as  much  as  is  now  asked?  0(  course  the  Com- 
pany must  bind  itself  to  carry  the  Mails  lor  a  certain 
number  of  years  at  the  rate  now  to  be  agrood  on. 
If  therefore  the  province  do  not  at  once  get  the  full 
benefit  of  the  advance,  regarded  merely  as  a  Postal 
bargain,  they  will  do  so  before  long  ;  but  there  are 
collateral  advantages  which  more  than  counter-balance 
any  present  loss  which  the  Province  may  sustain  in 
respect  of  the  interest  on  the  million. 

''  5.  As  to  the  £500,000  for  the  rolling  Stock,  the  Proviivce  will 
get  lull  security  for  the  interest  on  it.     The  Co  ipany 
might    raine   this  elsewhere  on  the   same  sr.urity. 
It  could  not  at   present  be   raised    in  England,  but 
contractors  might  be  found   who  w<  uld  undertaKe  to 
stock  the  Iluad  and  take  payment  in  such  a  secirity 
as    is    here   proposed  ;    but    this    would    involve    a 
sacrifice  in  (1)  A  higher  rate  of  interest  and  (2)  The 
Contractor  making  his  own  ternas  for  what  he  sup- 
plies; whereas  it  is  lo  the  interest  of  all  parties  coti- 
cerned,  and  the  Province  as  well  as  the  rest,  that  tli'^ 
Company  should  be  able  to  borrow   this  money  on 
easy  terms ^  and  that  it  should  be  economically  appli- 
ed, so  as  to  give  the  road  the  lull  benefit  of  it. 
6.  Ihe  Canadians  will  see  that  it  will  be  better  for  the  Pro- 
vince to  fall  into  the  proposed  arrangement  than  risk 
the   c< implications  and  delay   of  litigation  with  the 
cjrtainty  that,  except  as  part  of  an  arrangement,  the 
Railway  cannot  be  properly  equipped  until  the  rights 
of  the  parties  have  been  settled  by  the  Courts,  which 
will  take  a  long  time,  and  in  the  meantime  the  Pro- 
vince will  suffer  in  common  with  the  Railway.     As 
to  the   '^  condition  ^^  in  the  Act  of  1857,  counsel  is  of 
opinion  that  it  is  not  binding  on  the  Preference  Bond- 
holders, and  that  consequently  they  may  appropriate 
to  thtmselves  the  net  earnings  of  the  line  without 
being  under  the  obligations  which  that  condition  im- 
poses.    The  Province  may  therefore  find  after  much 
delay,  and  the  injury  resulting  therefrom,  that  it  will 
be  for  the  interest  of  the  country  to  come  forward 
and  aid  the   Road. — They  could  not  do  so  so  well, 
nor  on  such  easy  terms  at  any  future  time,  as  they 
could  now. 
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"  7.  The  Canadians  must  be  impressed  with  the  fact  that  it  is 
impossible  t(^  raise  further  capital  in  England  until 
the  credit  of  the  concern  is  restored.  If  therefore  they 
will  not  aid  the  Company,  the  sooner  the  parties 
interested  know  it  the  belter,  in  order  that  they  may 
lose  no  time  in  having  their  rights  settled  by  the 
Courts. 

"8.  The  floating  debt  creditors  should  consider  (1)  What 
they  will  get  even  if  it  should  be  held  that  they  are 
entitled  to  the  Rolling  Stock  ?  By  the  time  the 
question  is  finally  decided  the  floating  debt  will  have 
increased  immensely,  (2)  What  they  will  get  if  Sir 
Hugh  Cairns' opinion  is  upheld?  By  the  proposed 
arrangement  they  will  get  10s.  down  and  Bonds  which 
would  certainly  be  worth  at  once  50  per  cent  for  the 
balance  ;  that  is  15s  in  the  £,  with  the  fair  prospect 
of  getting  20s.,  if  the  Road,  properly  organized  and 
equipped,  should  earn  enough  to  pay  interest  on  its 
bonded  Debt. 

**9.  If  the  floating  debt  creditors  have  no  confidence  in  get- 
ting aid  to  the  extent  of  the  million,  then  what  use 
is  it  for  them  to  rely,  as  they  are  at  present  doing, 
on  the  hope  of  not  only  getting  the  Two  millions  and 
a  half,  but  such  further  aid  as  I  have  already  shewn 
the  Government  must  grant  if  they  undertake  to  carry 
the  Company  "  through  "  ?  If  no  aid  can  be  obtained, 
why  delay  the  proceedings  for  a  settlement  of  the 
legal  rights  ?  Tne  chance  of  getting  the  limited  aid 
proposed  will  he  much  increased,  if  the  floating  debt 
creditors  will  join  in  pressing  the  matter  on  the 
Government.  As  to  the  Government  undertaking  all 
the  responsibilities  of  this  Company,  or  granting  it 
any  extended  measure  of  relief,  it  would  not  be  desira- 
ble to  accept  it  even  if  it  could  be  obtained.  It  would 
have  the  effect  of  placing  the  Road  under  Government 
control,  which  would  not  command  the  confidence  of 
any  class,  either  at  home  or  in  Canada,  and  would  be 
utterly  at  variance  with  the  working  of  this  Line 
purely  as  a  Commercial  concern,  which  all  now 
agree  is  the  great  desideratum. 

"  10.  Nothing  would  tend  more  to  restore  confidence  in  the 
concern  than  firsts  to  clear  it  of  its  present  indebted- 
ness ;  and  next,  the  appointment  of  a  permanent 
Receiver,  with  large  powers  as  suggested  by  the 
scheme.  Such  appointment  would  secure  to  the  British 
capitalist  a  due  and  regular  application  of  the  net 
receipts,  would  prevent  the  possibility  of  the  concern 
ever  getting  into  fresh  complications  ;  because,  how- 
ever small  might  be  the  net  earnings,  they  would 
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have  1o  be  applied  according  lo  the  legal  priorities ; 
and  instead  of  having  class  against  class,  as  we  have 
at  present,   each   claimant  would  have  &  summary 
mode  of  settling  any  question  as  to  priorities  on  ap- 
plying to  the  Court  in  Canada  under  whose  direction 
the  Receiver  will  be  acting. 
II.  The  only  class  who  can,  I  think,  object,  are  the  Bond 
creditors  whose  Bonds  mature  at  the   earlier  dates. 
They  have  an  advantage  at  present  which  they  may 
fancy  the  arrangement  takes  away   from  them,  but 
this  is  so  only  in  appearance.     It  is  not  so  in  reality 
and  for  this  reason— Ii  is  clear,  that  at  present,  the 
Preference  Bondholders  and  the  Judgment  Creditors, 
between  them,  cover  the  whole  of  the  property  of 
every  kind.     It  is  right  therefore  that  they  should 
stipulate  for  that  property  being  protected  from  future 
seizure  ;   but   if  the  Bond   Creditors   whose   Bonds 
become  due  in  1862  should  then  insist  on  their  prin- 
cipal being  repaid  they  can  do  so,  only  that  they 
must  take  payment  out  of  the  surplus  earnings  instead 
of  by  seizure,  assuming  that  the  Company  cannot  then 
renew  the  Loan,  which  however  they  would  doubt- 
less be  able  lo  do  if  they  could   shew  by  that  time 
sufficient  net  earnings  lo  pay  the  interest ;  whereas  if 
there  be  no  arrangement,  the  1862  Bond  Creditors 
risk  both   principal  and  interest,  for  no  one  can  say 
what  may  be  the  result,  to  the  common  property,  of  a 
lengthened  litigation,  and  the  Road  in  the  meantime 
being  left  in  Chancery,  with  no  one  having  the  duty 
or  interest  to  equip  it  with  proper  Rolling  Stock,  &c., 
which  all  agree  is  so  essential  to  its  proper  develop- 
ment. The  Preference  Bondrholders  will  clearly  have 
no   interest   to  make  out    of    it  more    than    their 
interest,  and  it  cannot  be  expected  that  they  will  give 
up  any  part  of  that  for  the  purpose  of  equipping  the 
Road  lor  the  benefit  of  those  coming  after  them. 


PROCEEDINGS  IN  QUEBEC. 
The  Committee  appointed  at  the  meeting  of  the  2nd  Jan'y  , 
1861,  having  determined  to  rely  upon  relief  from  the  Canadian 
Government,  and  acting  in  the  full  belief  that  Parliament 
would  respond  lo  their  appeal,  the  Preference  Bondholders 
who  had  commenced  proceedings,  decided  upon  prosecuting 
their  suit  with  all  possible  despatch.  They,  however,  sent  an 
agent  to  this  Province  for  the  purpose  of  watching  legislation 
on  their  behalf,  and  if  possible  to  assist  in  the  passing  of  a 
measure  of  relief  founded  upon  the  arrangement  scheme  already 
referred  to. 
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I  cannot  better  illustrate  the  position  of  matters  at  this  period, 
than  by  quoting  from  a  published  letter  addressed  by  the  Agent 
of  the  Preference  Bondholders,  on  the  17th  April,  1861,  to  one 
of  the  Members  of  the  Executive: — 

"  I  have  been  patiently  waiting  since  my  arrival  here,  to  see 
the  kind  of  measure,  if  any,  which  might  be  submitted 
to  the  Legislature,  to  relieve  the  Grand  Trunk  from 
its  present  very  critical  position.      I  know  that  great 
expectations  were  formed  on  the  other  side  by  the 
framers  of  the  Petition  to  Parliament,  that  the  Go- 
vernment and  the  Legislature  would  not  let  this  Ses- 
sion pass  withoit  some  relief  in  the  premises.     The 
Petition  was,  however,  allowed  to  pass  unnoticed, 
and  yomself  and  two  other  Members  of  the  Govern- 
ment informed  me,  that  they  could  not  if  they  would, 
extend  any  further  pecuniary  aid  to  the  Company. 
Still,  I  was  told  that  a  Bill  intended  to  affect  the  Rail- 
way in  certain  contingencies,  was  in  preparation,  and 
as  1  was  kindly  promised  an  early  copy  of  that  Bill, 
I  thought  it  respectful  and  proper  to  wait  and  see  its 
contents,  before  any  measure  was  suggested  by  me  on 
the  part   of    the    Preference   Bondholders   whom   I 
represent. 
"  As,  however,  your  note  of  last  evening  informs  me,  that  •  it 
is  very  doubtful  what  course   the  Government  will 
pursue,' — as  the  Session,  intended  not  to  be  a  long 
one,  is  already  far  advanced ;  and  as  Grand  Trunk 
affairs  are  daily  becoming    financially   worse,  and 
more  complicated,  and  there  is  real  danger  of  a  stop- 
page of  the  road — it  becomes  a  duty,  the  performance 
of  which  I  feel  I  can  no  longer  delay,  to  submit  to 
the  Government  a  Bill,  the  great  leading  features  of 
which  are : — 
"1.  To  preserve  the  property  intact,  by  the  appointment  of  a 
Receiver,  pending  the  settlement  of  legal  rights  and 
priorities,  which  are  in  no  way  interfered  with  by 
the  Bill. 
"  2.  To  give  enabling  powers  to  raise,  with  consent  of  present 
Preference  Bondholders,  a  new  Preferential  Capital 
to  pay  the  Judgment  Creditors — if  the  Courts  shall 
decide  that  they  have  a  first  lien  over  any  part  of  the 
property — instead   of    allowing   the    property   to  be 
seized  and  sold,  and  the  line  to  be  stopped. 
"  3.  To  give  enabling  powers,  also,  to  raise  a  further  sum  as 
new  Preferential  Capital — with  consent  as  above — 
properly  to  equip  the  road,  and  give  enlarged  facili- 
ties for  its  development,  under  the  present  manage- 
ment, v^'hich  the  Bill  d(  es  not  propose  to  interfere  with. 
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"  You  will  see  that  by  this  measure,  if  adopted,  the  Preference 
Bondholders  would  be  making  a  concession,  which, 
1  believe,  they  need  not  do,  if  they  were  disposed  to 
press  their  extreme  rights,  regardless  of  those  behind 
them  ;  or  were  content  to  wait  and  let  things  drift 
as  they  may.  Those  wliom  I  represent  have,  how- 
ever, no  such  selfish  policy.  They  are  desirous  of 
seeing  a  course  adopted,  which  shall  benefit  all  in- 
terests, and  hence  I  venture  to  submit,  without  preju- 
dice, according  to  instructions,  the  heads  of  a  mea- 
sure, which  1  am  prepared  to  ex|)lain  in  detail.  May 
I  ask,  therefore,  thai  you  will  kindly  lay  this  letter 
before  your  colleagues  in  the  Government,  and  let 
me  hear  from  you  thereon  ?'' 

He  ably  describes  the  then  condition  of  Grand  Trunk 
affairs  in  the  following  words,  also  extracted  from  his  pub- 
lished correspondence : — 

"  1.  The  Grand  Trunk  Conpany  is  admittedly  insolvent. 

"  2.  It  has  tried  in  vain  to  obtain  pecuniary  aid  from  the  Pro- 
vince by  memorial  to  the  Government,  and  Petition 
to  Parliament. 

"  3.  The  Government  has  repeatedly  declared  its  inability,  if 
even  it  had  the  will,  to  make  further  advances. 

"  4.  Messrs.  Baring  &  Glyn  have  obtained  judgment  for  an 
unusually  large  sum ;  one  of  the  Contractors  has 
commenced  proceedings  for  overdue  Bills  of  Ex- 
change to  a  large  amount;  and  the  Preference  Bond- 
holders are  before  the  Courts  to  assert  their  rights  and 
priorities.  From  the  proceedings  of  these  several 
parties  the  integrity  of  the  property  is  menaced  ;  but 
should  they  forbear  for  the  moment  to  press  their 
claims  to  the  utmost  limit  of  their  legal  rights,  there 
are  still — 

*'  5.  Numerous  simple  contract  creditors  who  will  immedi- 
ately commence  suits  against  the  Company,  when 
they  find  this  session  pass  over  without  an  attempt 
on  the  part  of  any  to  come  to  the  rescue  ;  and  who 
will  unquestionably  seize  andsell  the  property. 

*'  6.  The  non-payment  of  the  rent  and  interest  due  in  respect 
of  the  lease  of  the  Atlantic  and  St.  Lawrence  Com- 
pany exposing  this  part  of  the  property,  with  all  its 
improvements  and  equipment,  to  be  taken  possession 
of  at  any  hour,  without  notice,  and  the  lease  to  be 
forfeited. 

*7.  Whilst  the  concern  is  thus  threatened  from  without,  its 
vitality  is  endangered  from  within,  and  it  may  any 
day  come  to  a  stand  from  sheer  inanition.      The  very 
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wages  of  labour  run  into  arrear,  a  laxity  of  discipline 
is  thereby  induced,  threatening  a  complete  disorgani- 
zation of  the  staft";  whilst  from  these  causes  and  the 
bad  material  condition  of  the  road,  the  traffic  is  car- 
ried on  at  an  enormous  risk  to  life  and  property." 

The  Government  however,  declined  to  interfere  at  the  in- 
stance of  the  Preference  Bondholders  in  any  way  whatever — 
they  threatened  to  bring  in  a  Bill,  which  would  indirectly  affect 
the  Railway,  by  vesting  in  the  executive  the  right  of  appointing 
a  Receiver,  and  the  agent  before  referred  to,  Mr.  WILL.  PARE, 
accordingly  served  the  notice,  of  which  the  following  is  a  copy  : 

**[CoPY.]  RussKiJi's  Hotel, 

Quebec,  4th  May,  186  L 

To  the  Hon.  George  E.  Cartier, 

Premier,  &c.,  &c.,  &c. 

"  Sir — As  agent  of  the  first  Preferential  Bondholders  of  the 
Grand  Trunk  Railway,  1  beg  to  give  you  notice  that  they  are 
— in  the  event  of  the  management  of  the  Railway  by  the 
Company  not  meeting  the  Statutory  requirements  Imposed  upon 
the  Company  by  any  Act  of  Parliament — prepared  as  parties 
primarily  interested  in  the  successful  working  of  the  Railway, 
to  take  the  entire  management  and  coiiliol  of  iho  undertaking 
into  their  own  hands ;  and  provide  for  the  efficient  working  of 
the  road,  and  the  proper  maintenance  of  the  Postal  service,  the 
conveyance  of  Her  Majesty's  troops,  and  all  traffic ;  and  in  all 
respects  for  the  due  performance  of  all  obligations  to  the 
public. 

(Signed,)  WILL.  PARE" 

The  session  was  concluded  without  anything  being  done  in 
regard  to  Grand  Trunk  legislation. 


PROGRESS  OF  SUIT  IN  CANADA. 

The  suit  thereupon  proceeded  ;  all  attempts  at  legislation 
having  failed. 

The  confidence  entertained  in  England  in  th(;  prospect  of  a 
speedy  decision,  was  not  realized.  The  English  Solicitors,  as 
I  have  already  stated,  expressed  themselves  upon  this  subject, 
"  that  much  would  depend  on  the  character  of  the  opposition.'''' 
They  had  hoped  that  "  remembering  who  were  the  Principal 
Judgment  Creditors,"  no  impediment  would  be  "thrown  in 
the  way  of  a  speedy  decision,"  but  this  was  not  the  case  ; 
the  defences  put  in  by  the  Judgment  Creditors  and  the  Com- 
pany were  as  technical  as  they  well  could  be.  So  much  was 
this  felt  by  the  Judgment  Creditors  that  they  instructed  their 
Solicitors  to  withdraw  one  of  such  defences,  viz.,  that  "founded 
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on  the  non-execution  of  a  mortgage  or  conveyance  to  trustees 
by  the  Company,  to  secure  the  Preference  Bonds." 

The  defence  set  up  by  the  Judgment  Creditors,  may  be  thus 
shortly  stated : 

*'  That  the  act  of  1856,  only  authorised  the  Company  to  issue 
Bonds,  with  such  priority  of  claim  as  therein  mentioned,  and 
even  supposing  the  authority  to  create  a  charge  prior  to 
that  of  the  Province,  the  only  proper  method  of  creating  such  a 
charge  was  by  executing  and  registering  a  mortgage,  and  as 
that  was  not  done,  the  conclusion  is,  that  the  Company  suc- 
ceeded in  raising  the  money  without  putting  in  force  the  power 
to  give  a  Preference  with  which  it  was  armed  by  the  act. 

Then  questions  are  raised  as  to  the  property  covered  by  the 
charge,  supposing  it  to  exist. 

Then  questions  are  raised  as  to  after-acquired  plant,  both 
simply  and  on  the  allegation  that  the  Defendants  advanced 
a  part  of  their  money  for  its  purchase,  and  on  an  express  con 
tract  for  its  security. 

Then  the  question  is  raised  that  the  Crown  is  a  Trustee  for  the 
Plaintiffs  of  the  rights  which  they  claim,  and  that  a  Trust  cannot 
be  enforced  against  the  Crown,  by  a  Bill  in  equity,  but  only  by 
Petition  of  Right. 

Then  the  question  of  construction  of  the  several  acts,  is  con- 
tended for  as  against  the  plaintiff's  rights. 

The  defence  by  the  Company  may  be  also  shortly  stated,  as 
follows : 

That  the  first  Preference  Bonds  were  not  issued  under  the  act 
of  1856,  bat  under  the  act  of  1857  (20  Vic,  ch.  11,)  and  that 
these  acts  must  be  construed  together. 

That  the  Railway  passes  through  five  jurisdictions,  and  that  a 
Receiver  would  be  of  no  use  and  would  be  disastrous,  and 
that  no  case  is  made  for  a  Receiv'er. 

Her  Majesty's  Attorney  General  has  resisted  the  jurisdiction 
of  the  Court  throughout  the  proceedings — and  the  course  he 
has  been  advised  to  take  with  reference  to  this  suit  has  been 
resistance  throughout.  The  Bill  was  taken  as  confessed 
against  him,  from  which  decision  he  has  appealed  to  the  Court 
of  Appeal. 

The  objections  to  the  Plaintiff's  rights,  were  on  the  whole, 
purely  technical,  (save  and  except  the  simple  question  of  the 
construction  of  the  various  acts  of  Parliament.) 

To  question  the  extent  or  nature  of  the  priority  contemplated 
by  th '  act  of  1856,  is  one  thing  ;  to  contend  that  whatever  the 
priority  contemplated  was,  the  Preferential  Bi)ndholders  did  not 
get  it  on  account  of  a  technical  slip  in  carrying  out  the  act, 
notwithstanding  that  the  Bonds  w^ere  issued  under  the  act  of 
1856,  is  quite  another  thing  ;  especially  when  the  Chief  Direc- 
tors who  made  the  slip  (if  any,)  are  among  the  Defendant's 
who  took   the  objection.     It  is  attempted  to    throw   blame 
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upon  tho  Bomllioldcrs  for  not  avalliiifj;  themselves  of  the  pro- 
visions of  the  net.  The  Coinpiiny  issued  the  Bonds.  The 
Direetois  made  it  jippear  on  the  faee  of  the  Bonds,  that  they 
were  issued  iukUt  the  aef,  of  1850,  and  who  was  to  blame? 
Ohviously  not  I  hi;  Bondholders. 

But  it  was  UMiieeessary  to  cxrcutf  and  rrs:;istcr  a  mortp;agc. 
The  idea  of  rej^isleiini^  eaeh  Bond  separately  in  all  the  Coun- 
ties in  Canada  llu()U<j;h  which  th(!  Railway  passes  is  absurd, 
no  macdiinery  existed  therefor  ;  nothinj^  is  said  in  tho  act 
about  inort^aije — no  land  is  described  in  the  lionds.  The 
A.cts  of  1857  and  1858,  by  directing  the  payment  of  interest 
on  the  Preferential  Bonds  to  be  first  paid,  treat  them  (certain- 
ly by  implication)  as  having  been  issued  under  the  act  of 
1850. 

The  Act  of  185()  gave  the  Preference  Bondholders  indepen- 
dent rights.  They  were  put  in  the  place  of  the  Province,  if 
the  Crown  was  a  Trustee  as  the  Defendants  contended — the 
Preference  Bondholders  were  the  cesluis  que  Trust.  What 
would  be  the  nieanini^  of  a  cestuis  que  trust  having  priority  of 
claim  over  his  Trustee?  The  Cr  wn  does  not  admit  the 
Trusteeship. 


HERRICK  V.   THE  GRAND  TRUNK. 

On  the  I7th  June,  18G0,  a  friendly  proceedinj?  was  adopted, 
under  the  Title  of  "  Merrick  v.  The  Grand  Trunk  Railway 
Company,"  to  determine  the  matters,  which  are  better  evidenced 
by  reference  to  the  prayer  of  the  Plaintiff's  Bill  in  that  suit : — 

"  1st.  That  it  may  be  declared  by  this  lit  norable  Court,  that 
under  the  circumstances  hereinbefore  mentioned,  the 
weekly  and  other  earnings  of  the  said  road  should  be 
applied,  after  the  payment  of  the  ordinary  and  current 
expenses  of  managing,  maintaining,  and  working  the 
said  road,  in  and  towards  the  purchase  and  acquisition 
of  such  rolling  slock,  plant,  stores,  and  other  appli- 
ances, as  may  be  requisite  for  the  more  efficient 
working  of  the  said  Railway,  and  in  and  towards  the 
payment  and  discharge  of  the  floating  debt  of  the 
said  Company,  in  preference  to  and  before  any  pay- 
ment in  respect  of  the  Preferential  Bonds  aforesaid, 
or  the  interest  thereon,  or  any  part  of  the  funded  debt 
of  the  said  Company. 

"  '2nd.  That  the  Defendants,  the  Directors  of  the  said  Company, 
may  be  restrained  from  any  other  ap{  lication  or  ap- 
propriation of  the  said  earnings. 

"3rd.  That  (if  necessary)  for  the  purposes  aforesaid,  all  pro- 
per directions  may  be  given,  and  accounts  taken. 
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*'4th.  That  til «  Phintid'  may  hive  sucJi  further  and  other 
relief  in  the  premiseH  as  the  nature  and  cireurnstanccs 
of  the  cas(^  may  require,  and  to  this  Ili.norahle  Court 
shall  seem  meet." 

The  case  was  ari^ucd  at  ^nvM  length,  before  the  Vici^Chan- 
cellors  Estcn  and  Sprasrtvf,^  [^y  ominent  counsel  for  all  parties, 
and  the  Court  in  giving  judgment,  slated  as  follows  : — 

**  His  Honor  Mr.  V.  C.  Estkn  said  ;  After  the  best  considera- 
tion we  have  been  aide,  in  so  short  a  time,  to  give  to 
this  case,  we  have  come  to  the  conclusion  that  the 
Plaintifl"'s  bill  must  be  dismissed.  It  appears  to  us 
that  the  situation  of  the  Preference  lioiidholdera  is 
clear — their  position  and  their  rights  have  hcen  well 
defined  by  the  Acts.  His  Lordship  llwn  referred  to 
and  (juofed  from  12  Vie.,  ch.  29,  which  gave  the 
Crown  the  lien  for  interest ;  18  Vic,  ch.  174,  which 
extended  that  lien  t.)  principal  as  well  as  interest ; 
and  19  &  20  Vic,  ch.  Ill,  which  authorized  the 
issue  of  the  Preference  Binds.  Now,  this  last  act, 
said  his  Lordship,  authorized  this  Company  to  issue 
Preferential  Bonds  to  the  extent  of  two  millions  of 
pounds  sterling.  The  holders  of  such  bonds  to  have 
priority  of  claim  therefor  over  the  present  first  lien  of 
the  Province.  As  Bondholdt'rs  merely,  thi^y  have  no 
lien,  but  by  this  enactment  their  lien  (lor  tlit^y  get  the 
lien  which  the  Government  already  po-sessed)  at- 
taches to  the  whole  property  of  the  Company,  present 
and  future,  for  Principal  as  well  as  Interest. 

"The  rights  of  thi3  Preference  Bondholders  thus  created  are 
not  impaired  by  any  subsequent  enactments,  and  in 
my  view  tho  Act  22  Vic,  ch.  53,  rather  confirms 
those  rights. 

*•  Now  the  object  of  this  suit  is  to  restrain  the  Directors  from 
paying  the  interest  now  due  and  unpaid  on  the  Pre- 
ference Bonds.  Apart  from  the  Acts  of  Parliament, 
this  Court  has  no  power  to  interfere.  This  Court 
must  decide  the  questions  which  are  raised  upon 
these  pleadings,  according  to  the  several  Ada  of  Par- 
liament which  bear  upon  the  subject ;  and  il  we 
refer  to  those  Acts,  as  we  have  done,  we  find  it  clearly 
expressed,  that  the  Preference  Bondholders  are 

IN  THE  position  OK  PREFERRED  CREDITORS,  HAVING  A 
LIEN  UPON  THE  ROAD  AND  ALL  THE  WORKS  AND  PRO- 
PERTY OF  THK  RAILWAY.  Thcu,  again,  on  looking  at 
those  parts  of  the  Acts  which  have  been  cited  as  de- 
gcribing  th?  order  of  distribution  of  the  earnings  of 
the  road,  we  do  not  find  that  in  those  Acts  the  rights 
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of  iho  HoiuIIioKNts  iiro  in  any  wiso  iinimircd.  Tlioro 
i.s  no  (lonht  in  my  niinii  bnl  tlinl  tlir  Hondliohicrs  ciin 
institute  a  suit  to  rt'strnin  thr  Dirroloivs  IVoni  tipplying 
ihr  oarninus  of"  tlir  ri>i\(l  in  nny  i>tljoi*  wiiy  tlinn  in  iho 
onN'r  nppoinlrd  l)y  tlir  Acts.  This  cnsc  is  It)  Ih*  tlis- 
tin^uislu'd  Troni  Com/  v.  LoudomUrrii  ami  KnniskUlen 
lid i lira  1/  r< >;;//>(» »»!/. 
VVc  CMnnt>t  siiy  how  the  pnsi  dchts,  ihir  mu\  tnipnid,  aro  to 
l)«'  i\\o\ ;  hut  it  is  (Hiito  oK'iir  \o  luc  that  a  p(»rson 
havini;  a  lien  is  \uA  4ihli^;(Mi  to  snhniit  to  payments  of 
past  debts  which  the  hireetors  hav«»  ntjj^h'eted  to 
pay  ;  an»l  I  o»>nsi«h'r  that  the  I'lvl'erenet*  IJondholders 
of  the  (Jrand  Trunk  UaiKvay  Company  are  in  that 
position. 
"From  the  hest  eonsidi-ration  we  have  been  abh«  to  j^ive  to  iho 
case,  we  have  eotieluded  that  the  Hill  must  Im^  dis- 
missed, and  with  costs. 
IIi8  Honor  Mr.  V.  (\  SiMiAtmK  regretted  that  he  had  not  been 
able  to  j;ive  this  case  more  consideration  belore  ren- 
(h*rin^  juds.,Mnent.  There  were  two  branches  in  tho 
ease.  (His  Lcrdship  then  read  th«'  prayer  of  the  Hill,) 
He  was  o{  opinion  that  it  would  he  a  breach  of  trust 
t«^  npply  llu'  <Mrn?np:s  in  any  way  unauthorised  by  tho 
Acts.  \\c  was  in  doubt  as  to  the  (expenses  of  main- 
taininir  and  workinj;,  and  wlielhcr  the  I'referenco 
bondholders  wen*  cntillcii  ti>  any  ih'u^  more  than  tho 
'  prt^nts.'  He  th.ini;ht  that  the  statutes  I'J,  10,  20,  and 
22  Vic,  slumld  be  read  in  pari  materia.  His  lord- 
ship, however,  desired  1(>  reserve  his  opinion  on  these 
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points,  ;»s  he  had  not  sulliciently  coiisidtMvd  the  ellect 
of  the  nunuM'inis  staluti^s  which  had  been  referred 
to,  and  he  desired  to  look  more  fully  into  the  case  oi 
Corrij  V.  Louifoudciri/,  &c.  ;  at  any  rate  his  leaning 
was  in  favour  of  the  decision  come  to  by  his  learned 
brother  Kstkw  ami  he  shouM  agree  pro-formUy  that 
the  bill  be  dismissed. 
*'  His  Honor  Mr.  V.  V.  ScKAiuiK  considered  that  tho  suit  was 
not  pri  pcrly  constituted." 

Immediately  aft»>r  this  decision  had  bet  n  rendereil  the  Tlain- 
tiffV  Hill  was  amended  jiiul  a  Secon.l  Preference  IJondhoUler 
made  a  piriy  thereto  .is  ci^-PlainlilV. 

The  lonj^  vacation  then  upon  arrived,  and  it  was  found  im- 
possible to  continue  the  litii^alion  until  it  had  expired. 

Meantime,  and  before  the  IMnintiir's  ptMcccdings  were  pro- 
ceeded with,  two  events  occurred. 

1st.  In  pursuance  of  a  connnission  which  had  been  di- 
rected by  the  (government  to  .lohn   Langton,   J.    Lewis  Grant, 
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and  TouHHuint  Trudcau,  EsquircH,  toonnuirc  into  the  mnnnffo- 
mrnt  ol'  \\\o  (Jnind  Trunk  Riiilwuy— llio  compliftiico  c  lio 
roiiipiiny  Willi  \\w  conditionH  of  thr  rolirf  nets — the?  prohont 
iiniiniMiil  position  and  Ktmrnilly  into  tho  \nm\v.  of  expense  of 
maintaining^  and  worlun^j;  the  line,  willi  the  trallic  arranKoinenta 
eonneeted  therewith, —Mossrs.  Lan^lon  and  (Jranf.  reported  in 
oxeeution  of  the  naid  eommission,  an<l  their  report  was  pub- 
lished. To  this  rep(»rt  I  shall  make  further  reference  hero- 
aOer. 

2nd.  The  Select  Ooinmittee  of  vShare  and  Hondholders  np- 
pointed  at  the  meeting  of  the  2u(l  .lanuury,  iStJI,  hereinbefore 
mentioned,  on  the  flth  .Inly,  1^(51,  i»mie<l  their  second  report. 
This  Keport,  extendinjj;  over  <M  pajj;na  of  printed  mutter  has 
been  pid)lishe(l. 
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SCFIKMF.  OF  UFXIEF. 

It  is  inuiceessary  to  make  a  very  particular  referenco  to  this 
Report,  and  1  propose  (!onfuiing  myself  to  the  plan  of  re-organ- 
izalion  and  relief  which  the  Oonuuittee  recommended  to  all 
the  claimants  on  the  Company,  the  |)rinciples  of  wliich  were. 
{a)  The  raising:  in  Kiigliiiid  of  £500,000.  to  equip  the  line  ; 
{b)  A  scheme  of  p;eneral  concession  for  the  five  years  1802- 
IHGO  ;  {(')  A  plan  of  rcfornicd  and  elTicient  management ;  and 


(d)  a 


eoMsolidafioM  in  the  simplest  form  of  all  the  Statutes  and 


loj;al  tecdmicalities  atlectinsj;  the  line. 

The  JC.'tOO,!)!)!)  to  be  raised  ///  England  for  ecjuipment  to  be 
called  an  "  E(iuipinent  Morlgaij;e,"  the  Debentures  to  be  for 
10  or  15  years  ;  the  interest  to  be  payable  half-yearly  in  Lon- 
(Jo)i  in  slerliny,  and  to  bo  a  charge  before  the  leases,  and  next 
alter  working  expenses. 

The  Lrasv.  Units  oi'  the  Alhmtie  and  Si.  Lawrence  Line  to  be 
reduced  to  5  per  cent.,  per  annum,  for  the  next  five  years. 

'I'he  Pirferrnce  Hands  (1st  and  2nd)  to  be  reduced  to  5  per 
cent.,  prr  annum,  for  ihe  5  years,  18(52  GG,  and  the  holders  to 
have  the  opiion  of  converling  the  Honds  into  '■'•  rirsl  and  Sec- 
ond priori/}/  ).S/()(7»-," — carryinsj:  votes— the  priority  of  \\\v.  first 
over  the  second  being  preserved. 
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converted  into  "  Perpetual 
Preference  Stock,"  and  (uirry  voles. 

The  Ordinal}!  Bo  ds  to  be  reduced  to  3  per  cent.,  I8G2-()0, 
and  all(>r  180(5  to  be.ir  5  per  cent,  in  perpetuifi/. 

The  4:500,000  Ordinanj  Hands  (due  1HG2)  to  have  priority 
over  rest  of  Ordinary  lionds,  and  to  bear  interest  at  4  per 
per  einl.,  1802-00. 

The  dividend  on  "Share  Capital''  to  be  subject  to  same 
reductions,  1802-00.  The  legal  domicile  of  the  Company  to 
be  in  London. 

The  Company   in   Canada  to  be  managed  by  a  "  Delegated 
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C'oininission  "  of  iIihmi  pornons — on«»  to  he  noiiiiimtiMl  hy  lli« 
(>iiii:i(li:iii  (Jovcnimcnl,  our.  hy  lln'  I'lTrciciice  Hoiidlioldi^rM, 
uikI  llir  oilier  hy  \Uv  I'rcl'f icikm^  ami  Ordinary  Sl<)('l\l»i»l<l«'rs. 

In  coiisidcralion  of  tlicsj^  ronccssioiis   llic  lollowin^  applicrt- 
lion  was  imidc  to  the*  (^anadian  (•ovcrtiiiuMil  : 


li 


(( 


'riu'('anadiaii(i(tv('rnmt'nl  to  he  a|>pli<'d  to  t«»  advanci^  at oucmi 
to  llio  Grand  Triiidv  ('oni|)any  ProvitUM*  HoikIh, 
IxMirini;  5  per  cv\\\.,  per  aiininii,  payMhIc  in  London, 
and  lor  n  lerni  of  say  'Z>t  or  iW  years,  the  sum  oi  ono 
and  n  liiiJi  inillions  sUM'liiif;,  su(di  one  and  :i  liall'tniU 
lions  to  1)0  iIhi  iMpilalised  payment  l\a'  the  25  or  30 
yeiirs  of  the  total  annual  .inionnts  to  he  duo  to  tlio 
t'«Mnpaiiy  for  postal  and  military  sul)sidy,  roasonahio 

f)rovision  heinvj  ofiMJurso  made  lor  the  imposition  of 
imits  as  roj;  irds  the  extent  of  service  to  ho  reipiired 
by  the  Provinet*. 
Out  of  llu'  proe«'eds  of  these  one  ami  a  hall  millions  llio 
jU(lfj;mont  and  simple  eonlract  creditors  to  ho  paid  a 
present  cash  dividt>nd  of  not  loss  than  ten  shillini^s  in 
the  pound  on  the  principal  of  their  dohts,  takiuij  tho 
baliinee  of  tluMlehtM  in  stock  to  rank  alter  the  1st  and 
2nd  I'rofereneo  IJonds,  and  the  £500,000  Bonds  duo 
in  October,  1802.'' 

Tho  j^entlenian  to  whom  wasontrustod  the  impo'ant  tluty  of 
cnrryinjj;  out  those  nei,'otialions,  Mr.  VVatkiu  the  (uneral  Mana- 
ger of  the  Manehi<ster,  Shollield  and  Lincolnsiiiro  llailway, 
urrivod  in  this  Province  in  Auijfust  last  :  (he  result  of  his 
labours  is  contained  in  his  rojiort  of  I)i  conihcr 'J,  l>S(5l,to  which 
1  shall  her<Mifter  have  t>cc:ision  to  nfor.  \]o  returned  to 
England  in  Ottobor  last.  Meantime,  as  Mr.  Watkin  hud  to 
nil  ;ippcaraiU!os  failtnl  in  tho  sjx'cial  object  of  his  mission, — 
tho  proceeding's  in  tho  suits  of  '  Morrison  v  The  Grand  Trunk 
Railway  Company,"  wore  prooocded  with,  in  the  month  of 
October,  in  both  Upper  and  Lower  Canudii. 


JUDGMENT  OirrAINl':i)  IN  i.OWKR  CANADA. 

Tho  suit  in  l^nvor  C^mada  came  on  for  aruumcni  before 
Mr.  Justice  Monk  on  the '2ord  0/tobtM-.  and  occupied  that  and 
tho  two  lollowing  tlays :  the  Ilonorahles  Messrs.  Drummond 
and  Dorion  and  Mr.  A.  Robertson  appeared  as  con  sol  for  the 
tho  Plainiiils,  and  Messrs.  Ritchie  and  I'omlnville  for  the 
Dotcmlants.  A  full  report  of  the  arguments  has  already  been 
prin'oil  and  published.  Judgment  was  rcndert>d  in  writing  on 
the  27th  November,  1801,  and  it  is  cerlaiuly  a  very  able 
document.  It  ilecroes  to  the  PlaintilTthe  amount  due  to  him  for 
interest  on  his  bonds,  but  did   not  give    him   a   receiver    or 
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wqju'Hin',  considrriui:  ilmf  l)y  lnw  midI  tin'  cotiHtitiition  of  tlio 
Court  tlirjiidj^c  iiml  no  power  or  nullmrily  to  rmmr  and  appoint 
n  hnpicstrc,  inul  dci^lariiiK  lliai  such  an  oliicc,  as  appointed  to 
lake  possession  ol  ami  loinan  ij^'eKadwiy  pnjperty  was  iinkn<  vvn 
to  Lower  (laitadian  law,  and  that  llie  law  ndatin^  to  the 
Re(|neslralion  o^  piopcity  had  no  np|ilir;ition  to  tlu^jndieial 
Brqueslr.'ition  oi  the  property  of  hodies  politic  and  (M)rpor»to 
incorporated  l»y  Act  of  Pailianienl,  unless  hy  and  with  tlio 
connenl  ol"  siuh  hodies  poliiie  imd  ("orporaie.  The  learned 
jud^e,  however,  proiKnuiccd  upon  the  iruporlant  (pieslion  of 
the  lejj;al  rights  and  priorilit's  of  tho  Preference  Mond holders, 
nnd  fully  coidirtned  tluMr  contention.  1  exlra(;l  from  his  judg- 
mont  as  follows  : 

"  His  Honor  then  alluded  to  the  Slalules  : — 
"  lOlh  Clause  of  the  Act,  14th  and  I5di  Victoria,  cap.  73. 
"2()lh   Section  of    the    I8ih   Victoria,   cap.  Si),     ((.'ailed    the 
Anial^auiation  Act.) 

"2nd  nnd  IJrd  Sections  I8ih  Victoria,  cap.  174. 

<'2n(l  anil  3rd  Sections  inih  and  20lh  Victoria,  cap.  3. 

"4th  Section  20th  Victoria,  cap.  11;  whereby  it  is  declared 
that  the  I'rovinoe  foregoes  all  intrrcst^  on  its  claim 
against  the  Company  on  certain  conditions  therein 
specilied. 

*'  Previous  to  the  passini?  of  this  Act,  the  Province  had,  under 
the  several  guarantees  .set  forth  in  th(!  various  Sta- 
tutes above  named,  advanctul  to  the  derendants,  the 
Company,  £3,111,500  sterlinjr  f..r  which  tho  Oown 
undoubtedly  held  '  the  first  hypothec,  mortgage  and 
lien  upon  the  road,  tolls  and  property  of  the  Company.' 
This  is  as  I  apprehend  upon  all  viaducts,  bridges, 
stations,  houses,  depots,  and  oilier  works,  machinery, 
and  (Migines,  vessels,  carriages  and  things  of  every 
kind,  which  may  be  necessary  or  convenient  to  the 
working  and  using  of  any  railway,  'and  upon  all 
tolls  arising  therefrom.' 

"The  hypothec,  mortgage  or  lieu  of  the  Province  extended 
to  all  these  objects,  and  the  Provincial  Government 
held  by  express  leuiislativc  enactment  all  these  various 
securities  for  the  payment  of  the  difterent  loans  and 
advances  which  it  had  from  time  to  time  made  to 
the  Company.  We  may  now  enquire  whether  the 
first  preference  bo'ulholders  have  a  claim  upon  the 
*  liailway  '  as  above  dclined,  and  also  upon  the  tolls, 
suporitir  to  this  hypolhec  and  mortgage,  privilege,  or 
lien  of  the  Province.  I  am  of  opinion  that  the  ques- 
tion is  susceptible  of  very  little  difficulty.  The  Act 
19  and  20  Vic,  Cap.  3.  expressly  enacts  as  before 
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ntntoci  Mlint  the  said  ( Oinpai.y  sIihII  be  authorised  to 
i.sHuo  IVcfert'ntiul  Hoiuls,  to  ilio  extent  of  X2,000,000 
liitg.  The  hoUh'ir*  <>('  such  bonds  to  liavc  proirity  of 
ch»im  lhrr('fi»r  ov<r  the  prewnt  first  lien  ot"  tlui  Pro- 
vinee.'  In  strict  leyal  teehnieality,  \v«;  may  be  at 
some  loss  to  define  or  classify  this  suhstilution  of  one 
creditor  in  the  riuhtM  of  anotht'r.  If  desirous  to  find 
a  name  for  it,  wt^  might  have  some  doubtH  whether 
we  should  term  it  a  surrender,  transfer,  assignment, 
renunciation,  subroiration,  or  a  simple  postponement, 
but  the  lanj^uage  devoid  of  technical  aecuiaey  in  this 
respect  is,  however,  unambiguous,  and  t<»  my  mind, 
itselfect  is  clearly  l)eyoml  conirovcr-^y,  assuming  that 
there  is  nothing  in  ihi;  form  and  language  of  these 
First  Preference  Honds  at  variance  with  this  enact- 
ment, nnd  upon  reference  to  the  form  t-f  preferential 
Hond  given  in  the  Plainlilf's  complaint,  and  its  cor- 
reelness  is  not  disputed  by  the  ilefcndants, — the 
holder  of  this  bond  is  entitled  by  law  to  priority  over 
the  existing //V.v/  /irn  of  the  Province  upon  the  under- 
taking of  the  (Jiaml  Trunk  Railway  Company  of 
Canada  //*.  rrspert  of  the  debt  of  the  Company  to  the 
Province  I  appreliend  this  Act  (of  I85G)  places  the 
first  preference  l)ondholdcrs  in  precisely  the  same  [)osi- 
tioii  in  r»  gard  to  the  **  railway  "  and  its  tolls  and 
properly,  as  ihat  previously  held  by  the  Province. 
And  I  think  that  this  privilcire  is  npplicable  to  both 
capital  and  interest.  I  cannot  adopt  the  pretension 
that  the  Act  of  185C  must  be  interpreteii  by  reference 
to  the  20  Vic.  chap.  11  (Act  (  f  1857).  Circumstan- 
ces may  impau*  or  diminish  the  security  of  the  first 
preference  bondhoMers,  but  noihing  less  than  future 
legislative  enactment.,  or  their  own  acts,  can  defeat 
their  priority  of  claim  over  ihe  '  first  lien  '  of  the 
Province.  I  think  the  Act  of  1850,  if  it  means  any- 
thing, means  this.  I  am  not  of  opinion  that  the  Act 
of  1857,  till  clause,  interferes  in  any  way  with  the 
rights  of  the  first  preferential  bondholders.  By  the 
Act  of  1856  the  Province  in  efiect  subrogated  these 
bondholders  in  all  the  rights  resulting  from  its  *  first 
lien  '  to  the  extent  of  £2,000,000  stg.  By  the  Act  of 
1857,  it  foregoes,  on  certain  conditions,  all  interest 
on  its  claim  of  £3,111,500  stg.,  against  the  Company, 
until  the  earnings  and  profits  o{  \\ie  Company  shall 
be  sufficient  to  defray  certain  charges  therein  specified, 
and  among  which  charges  is  the  interest  on  the 
first  preferential  bonds.  If  the  Acts  of  1856  and  1857 
are  to  be  interpreted  together,  the  interpretation  I  thuik 
would  be  in  favor  of  the  first  preferential  bondholders. 
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"I  do  not  thcreforo  view  ihiH  as  a  contingent  or  conditional 
right  conoodcd  to  ilicac  hoiuihuidcrH,  hut  »,  [)rivilego, 
u  '  firNf  licn^nH  clear,  absolute  aqd  indotcasiblc,  as 
that  of  the  I'rovinco  previous  to  the  Act  of  1856. 
The  Act  of  1858  (22  Vict.  chap.  52),  amending  other 
Act.><,  provides  for  the  increase  of  the  capital  of  the 
Comp;i  ly,  hy  preferential  bonds,  which  are  deemed 
preferential  under  the  Act  of  1856,  or  by  other  bonds 
not  preferential,  or  by  mortgage,  or  by  the  issue  of 
new  shares.     (Refers  to  sec  3.)" 

"  I  am  further  of  opinion  that  this  Act  docs  not  affect  in  any 
way  the  rights  of  the  first  preferential  bondholders."^ 
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PROCEEDINGS  IN   UPPER  CANADA. 

The  proceedings  in  Upper  Canada  were  also  continued  by 
the  Plaintiffs  giving  a  notice  of  motion  on  the  18th  October, 
1801,  of  an  intended  nppllcation  to  the  Court  for  the  appoint- 
ment of  a  Receiver  and  Manager  in  terms  of  the  prayer  of 
their  Bill.  In  support  of  such  application,  they  proposed  to  rely 
upon  their  own  ailidavits  verifying  their  Bill,  and  other  mere 
formal  matters;  and  the  affid.ivits  of  their  agent,  Mr.  WILL. 
PARE,  and  of  THOS.  C.  KEEFER,  Esq.,  Civil  Engineer, 
who  had,  on  behalf  of  the  Plaintiffs,  been  engaged  for  the  four 
months  previous  in  examining  into  the  condition  of  the  road. 
On  the  11th  November  they  also  gave  notice  of  an  intention  to 
bring  their  cause  on  for  hearing  that  their  legal  rights  might 
be  settled  and  determined  by  the  decision  of  the  Court. 

From  the  allidavit  of  William  Pare,  of  Dublin,  Engineer, 
the  Agent  of  the  Plaintiffs,  I  extract  the  ibllowing:— 

"  27.  I  say,  that  from  information  I  received  from  Joseph  Elliott, 
the  Secretary  and  Treasurer  of  the  defendants,  the 
Grand  Trunk  Railway  Company  of  Canada,  and  also 
from  the  Honorable  Air.  Ferrier,  one  of  the  Canadian 
Directors  of  the  said  Company,  I  have  reason  to 
believe,  and  I  do  verily  believe,  that  the  Company  are 
paying  general  Creditors  of  the  Company,  and  other- 
wise discharging  by  payment  simple  contract  debts, 
which  ought  not  to  he  paid  before  the  interest  is  paid 
on  the  first  and  second  Preference  Bonds,  and  which 
debts,  the  said  Mr.  Ferrier  informed  me,  they  could 
not  and  would  not  have  paid  but  for  the  eighth  clause 
of  an  Act  passed  during  the  last  Session  of  the  Can- 
adian Parliament,  24  Vic.  chap.  17,  and  entitled,  '  An 
'  Act  to  explain  and  amend  the  Railway  Act  ; '  and 
respecting  which  Act  a  petition  has  been  presented  to 
Her  Majesty  the  Queen,  and  a  Memorial  to  the  Duke 
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of  Newcastli',  the  Secretary  of  the  Colonies,  to  dis- 
aUow  the  said  Act,  and  ihe  sami;  is  now  under  consi- 
deration. 

The  affidavit  mnde  by  Mr.  KEEFER  was  as  follows : — 

"  1.  That  I  have  examined  into  the  condition  of  the  Grand 
Trunk  Railway  by  going  over  the  whole  line,  as  well 
as  by  examining  the  Official  Reports  of  the  Directors 
and  Officers  of  .said  Railway,  and  I  believe  that  the 
renewals  of  the  perishable  materials  on  the  said  Rail- 
way have  been  so  neglected,  that  for  several  years  to 
come  the  necessary  outlay  for  this  purpose  as  well 
as  for  other  works  of  repair  and  reconstruction,  will 
absorb  the  whole  of  the  net  earnings  which  may  be 
counted  upon,  so  as  to  leave  nothing  to  pay  the  rents 
due  by  the  said  Company,  and  that  if  said  rents  are 
paid  these  renewals  must  be  provided  for  from 
sources  other  than  the  earnings  of  the  road. 

*'  2.  That  unless  a  large  sum  of  money  is  soon  expended  upon 
the  renewals,  the  value  of  the  Railway  will  be  still 
more  deteriorated,  and  the  expense  and  risk  of  con- 
ducting its  traffic  increased." 

Every  possible  opposition  was  offered  to  the  Plaintiff's  pro- 
ceedings. On  the  31st  October,  1861,  the  Defendants,  the 
Judgment  Creditors,  and  the  Company  cross-examined  Mr. 
KEEPER,  and  the  Judgment  Creditors  afterwards  examined 
him  as  a  witness  on  their  behalf.  His  evidence  is  sufficiently 
important  to  hd  given  m  extenso.  On  cross-examination  on 
his  affidavit,  he  said : — 

"I  made  an  affidavit  in  this  cause.  In  making  the  examination 
referred  to  in  my  affidavit  I  travelled  on  the  cars  on 
several  occasions  between  June  and  September  last. 
I  went  oyer  the  line  for  the  purpose  of  making  this 
examination ;  it  was  especial  business,  and  I  was 
paid  for  it  by  the  Plaintiffs.  I  travelled  as  a  pas- 
senger. I  travelled  in  one  of  the  passenger  cars.  I 
could  see  the  condition  of  the  track  very  well  by 
riding  over  it  in  this  way.  So  far  as  i  derived  infor- 
mation from  personal  inspection,  it  was  derived  in 
this  way  at  intermediate  places  between  stations ; 
but  at  terminal  points  and  stations  I  had  opportunities 
of  exaruining  the  track  and  establishments  as  much 
as  I  wished,  and  did  so.  My  first  trip  was  from 
Toronto  to  Montreal.  I  did  not  examine  the  line  on 
that  trip.  I  submitted  a  series  of  questions  through 
Mr.  Pare  to  the  Secretary  of  the  Company,  and  these 
questions  were  returned  to  me  through  Mr.  Pare, 
answered  by  the  Engineer,  Trembicki.     I  look  upon 
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the  exhibit  now  produced   and  shewn  to  me,  marked 
with  the  letters  A.  A. ;  these  are  the  answers  of  Mr. 
Trembicki  to  my  questions,  with  the  questions.     My 
aflidavit  is  founded  on  my  personal  inspection  of  the 
line — on  the  answers  of  Mr.  Trembicki  to  my  ques- 
tions— the  reports  and  accounts  of  the  Company  as 
published  in  London  and  Canada,  the  Reports  of  the 
Etigineers  of  the  Company,  and  information  obtained 
from  the  Engincersoftlie  Company.    My  examination 
was  extended  from  Portland  to  Riviere  du  Loup,  and 
to  Detroit — in  fact  the  whole  line  of  the  Company. 
My  first  trip  to  Montreal  was  in  June;  in  July  I  went 
to  JSarnia,     I  went  on  a  Thursday,  and  remained  till 
the  following  Monday — visiting  Detroit  in  the  mean 
time.    The  examination  I  made  on  the  road  to  Sarnia, 
was  by  sitting  at  the  rear  seat  of  the  rear  car,  and 
looking  out  as  we  proceeded,  except  at  stations  where 
I  could  get  <  ut  and  look  around.     This  is  the  kind  of 
examination  I  gave  to  all  the  road  except  at  terminal 
points  and  stations.     1  know  Mr.  Shanly;  he  is  a 
Civil  Engineer;  he  is  Traffic  Superintendent  of  the 
whole  line  of  the  Grand  Trunk  Railroad. 

"  By  Mr.  Strong. — With  regard  to  the  track  itself,  I  consider 
my  examination  was  sufficient  in  connection  with 
the  official  information  extant ;  but  to  have  made  my 
examination  complete,  it  should  have  been  extended 
to  bridges,  culverts  and  masonry.  After  obtaining  the 
answer  to  my  questions  by  Trembicki,  I  applied  to 
the  Secretary  of  the  Company  through  Mr.  Pare  for 
facilities  for  inspecting  the  line  :  to  be  forwarded  by 
a  hand-car  from  structure  to  structure,  and  an  order 

^  for  the  divisional  Engineers  to  furnish  me  with  any 

information  I  might  require.  At  first  I  was  informed 
that  the  Directors  had  resigned,  and  nothing  could  be 
done,  and  ultimately  my  application  was  refused. 
My  affidavit  is  based  upon  the  assumption  that  the 
bridges  and  other  principal  structures  were  in  good 
order  generally ;  but  I  saw  some  of  the  stone  masonry 
in  the  Quebec  and  Richmond  Division,  and  the  brick 
work  on  the  Central  Division,  were  getting  but  of 
order  and  repair.  My  object  in  asking  the  hand-car 
was  not  for  the  purpose  of  examining  the  track,  but 
for  the  examination  of  the  structures,  of  which  the 
Official  Reports  of  the  Company  gave  me  no  infor- 
mation." 

On  being  called  as  a  witness  on  behalf  of  Messrs,  Baring 
&  Glyn,  he  said  : — 

*'  The  whole  line  was  divided  into  five  divisions,  with  a  local 
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Engineer  to  each  division.  The  duty  of  these  Engi- 
neers is  to  superintend  the  condition  of  the  road  in 
the  respects  mentioned  in  my  affidavit ;  they  are 
nearly  constantly  on  the  road,  and  that  is  what  they 
are  employed  for.  I  made  a  written  Report  to  Mr. 
Pare  of  my  examination,  and  delivered  it  to  him.  On 
some  points  these  local  Superintendents  had  better 
opportunities  of  judging  of  the  condition  of  the  road 
than  I  had,  particularly  as  to  the  masonry  and  struc- 
tures. If  they  had  not  reported  fully  on  other  points, 
they  would  have  had  belter  information  on  all.  Mr. 
Blackwell  is  an  Engineer,  and  I  understand  is  Mana- 
ging Director  and  Head  of  the  Engineer  Department, 
I  understand  that  Trembicki  performed  some  of  the 
duties  of  Head  Engineer  ;  but  others  of  the  Local 
Engineers  disputed  his  authority.  If  Mr.  Shanly's 
attention  had  been  called  to  the  points  alluded  to  in 
my  affidavit,  he  would  be  capable  of  forming  good 
judgment  thereon,  but  his  official  duties  would  in  my 
opinion  preclude  his  going  into  it,  unless  his  attention 
was  specially  called  to  it.  Mr.  Shanly  is  general 
Traffic  Superintendent  for  the  whole  line,  I  believe. 
I  think  there  must  be  one  general  Superintendent  of 
the  Traffic  Departrneut.  I  understand  that  the  gross 
earnings  of  the  line  have  lately  reached  upwards  of 
ninety  thousand  dollars  weekly.  Any  establishment 
like  the  Grand  Trunk  as  a  whole,  requires  one  Gene- 
ral Superintendent. 
"  By  Mr.  Strong. — There  would  be  no  difficulty  in  dividing 
the  line  into  portions  or  sections,  and  managing  each 
separately.  It  would  involve  an  increased  expense  ; 
if  there  was  the  usual  friendly  interchange  of  traffic 
between  the  separate  portions,  it  would  practically 
make  no  difference  ;  if  worked  as  one  line  there 
would  be  no  difference.  If  the  trains  of  one  section 
were  allowed  to  run  over  the  other  section,  it  would 
be  practically  conducted  as  one  line,  and  in  that  case 
there  would  be  no  difference  in  the  expense,  except 
so  far  as  the  employment  of  two  Managers  instead  of 
one  would  increase  the  expense,  and  other  office 
clerks,  but  it  would  not  increase  the  working  traffic 
expenses. 
By  Mr.  McDonald. — I  never  have  been  a  Manager  on  any 
Railway.  The  traffic  on  a  road  bringing  in  an 
income  of  upwards  of  ninety  thousand  dollars  a  week 
could  not  of  course  be  managed  so  economically  in 
two  lines  as  in  one  line.  I  think  if  I  owned  the 
Grand  Trunk  Railway,  I  would  cut  it  up  into  several 
pieces:  I  would  cut  off  the  two  lines  in  the  United 
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States  at  each  end,  if  I  could,  because  I  think  I  could 
derive   as  much  benefit  by  working  in  connection 
with  them,  and  at  less  expense  than  at  present,  and 
because  they  are  more  dependent  on  the  Canadian 
line  than  the  Canadian  line  on  them.    The  two  lines 
are  leased  lines,  which  I  would  cut  off.     The  line  from 
Point  Levi  to  Riviere  du  Loup  could  be  worked  as  at 
present  ;   all  the  remainder  on  the  south  side  of  the 
St.  Lawrence  could  form  a  separate  division.     From 
Montreal  to  Saniia,  I  think  I  would  work  as  one 
line,  except   I  could  make  a  favorable  arrangement 
with  the  Great  Western,  the  Buffalo  and  Lake  Huron 
and  Northern  Railways,  and  in  that  case  I  would  drop 
the  line  west  of  St.   Mary's,  as  part  of  the  through 
line.      The   Victoria  Bridge   would    belong  to  the 
Eastern  Division.  For  through  business  the  road  could 
not  be  worked  as  I  have  just  mentioned,  as  well  as  if 
conducted  as  one  entire  line.     While  I  \\  ould  cut  off 
the  leased  lines  and  would  maintain  intact  the  section 
fr>)m  Montreal  to  Lake  Huron — if  satisfactory  traffic 
arrangements  were  secured  for  the  portion  east  of 
Montreal  for  through  business  I  see  no  objection  to 
its  being  worked  as  a  separate  line.     If  I  were  com- 
pelled to  keep  the  leased  lines— that  is  the  Portland 
and  Detroit  extensions — I  would  keep  the  whole  as  at 
present ;  but  whether  I  would  w^rk  the  Detroit  and 
Port  Huron  section  or  no  would  depend  on  its  being 
able   to  pay   working  expenses, — unless  compelled 
by  the   charter.      There  vvoulil  be  no  difficulty  in 
working  a  line  producing  a  hundred  thousand  dollars 
per  week  in  connection  with  other  lines,  provided 
proper  traffic  arrangements  were  made.     If  the  local 
business  on  any  one  line  were  so  great  as  to  block  up 
that  line,  then  of  course  there  would  be  no  passage 
for  through  traffic  ;  the  greater  amount  of  loc;al  traffic 
on  any  one  line,  the  greater  inconvenience  it  will 
occasion  the  through  traffic,  or  th^  through  traffic  to 
it.     I  do  not  see  that  the  irreater  amount  of  local  traffic 
would  increase  the  difficulty  of  managing  in  sections 
as  compared  with  managing  as  one  line,  because  if 
the  local  traffic  on  the   line  as  it  now  is  becomes 
sufficient  to  block  it  up,  no  through  business  can  be 
done  as  in  the  other  case.     As  I  have  already  stated, 
I  think  it  more  advantageous:  or  convenient  to  work 
such  a  line  as  this  under  one  Superintendent. 
**  By  Mr,  Strong. — I  think  the  earnings  of  the  road  have  not 
amounted  to  ninety  thousand  dollars  a  week  until  very 
lately  ;  it  is  beyond  the  average  receipts — that  is — the 
harvest  of  the  road ;  the  receipts  are  higher  at  this 
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season  than  at  any  other.  Supposing  the  lino  in 
Upper  Canada  and  the  line  in  Lower  Canada  to  be 
two  separate  and  distinct  lines,  the  interchange  of 
traffic  would  be  eventually  forced  upon  each  other. 
cMr.  McDonald. — The  season  continues  ^ood  for  the  road 
until  the  freights  become  scarce  in  Montreal. 


EXHIBIT  A  A,  REFERRED   TO  IN  DEPOSITION   OF 
THOMAS  C.  KEEFER. 

ANSWERS  TO  QUESTIONS  BY  MR.  PARE. 

"  Question. — Length — What   is  the  knglh  of  Main   line    and 

sidings  ? 
'*  Answer. — Length  of  Main  line  and  Branch  Sidings. 


Main  Line. 


Portland  Division. — Portland  to  Island  Pond 

Eastern  Division. — island  Pond  to  Montreal*  144 

Point  Levi  to  Pvichmond Mi 

Rivi6re-du-Loiip. — From  Chaudi^re  Junction  to  Riviire-du-Loup. 

Central  Division. — From  Montreal  to  Toronto 

Western  Division. — From  Toronto  to  London  and  Sarnia 

Detroit  Extension. — Port  Huron  to  Detroit  Junction 

BRANCHES. 

Berlin  Branch. — Portland  division 

Longueuil  to  Charone  Junction 

Kingston  Branch 

Total  main  line  and  branches 

Total  sidings 

*  IV  Miles  of  this  is  in  the  State  of  Vermont.        Total  track. . 
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"  Question. — Fencing — How  much  of  each, — board,  post  and 
rail,  snake  or  other  kind  .-*  Is  any  portion  of  the  line 
not  fenced,  and  how  much  ?  What  renewals  are  now 
required,  and  how  soon  must  all  be  renewed  }  Please 
give  the  annual  required  expenditure  till  renewed. 

"  Answer. — It  is  impossible  for  me  to  tell  what  length  of  board, 
post  and  rail  or  snake  fence  there  is  on  the  whole  line, 
without  having  it  all  measured.  There  are  about  10 
miles  of  line  on  the  Portland  Division  un fenced. 
The  adjoining  lands  are  wild,  and  as  a  rule,  whenever 
they  are  reclaimed,  notice  is  given  to  the  Company  to 
fence  them  off.  Renewals  extra  to  ordinary  mainte- 
nance are  only  required  on  parts  of  the  Central  and 
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Eastern  Division,  and  at  the  end  of  three  years  at 
furthest  all  their  fencing  must  have  been  renewed. 
The  annual  expenditure  for  these  renewals  will  be 
about  $24,000,  and  for  the  whole  line  during  the 
years  1861-62-63-64,  about  $30,000. 

*'  Question. — Ballast — What  quantity  on  line  ?  What  is  required 
to  fully  ballast,  and  what  will  be  the  cost,  and  at 
what  rate  may  it  be  deferred  ? 

^'Answer. — None  is  required  except  what  is  put  on  annually  in 
the  ordinary  course  of  maintenance,  excepting  perhaps, 
on  some  sections  of  the  Central  Division,  where  from 
original  deficiency,  or  bad  quality,  more  than  the 
average  quantity  is  required.  This,  however,  has 
always  been  and  will  continue  to  be  included  in  the 
maintenance. 

"Question. — Bridges  and  Culverts — What  is  the  condition  of 
masonry  and  superstructure  ?  What  immediate  out- 
lay is  required,  and  what  annual  average  outlay  for 
renewals  will  be  needed  till  all  are  renewed  ? 

*'  Answer. — The  bridges  west  of  Montreal,  and  between 
Richmond  and  Rivi^re-du-Loup  are  all  in  such  good 
condition,  both  as  to  masonry  and  superstructure,  as 
to  require  no  extraordinary  repair.  Between  Montreal 
and  Portland  nearly  all  the  old  bridges  have  been 
renewed  either  in  iron  or  with  improved  timber  trusses, 
and  although  the  cost  of  examining  and  maintaining 
them  is  greater  than  on  the  other  sections  of  the  Line, 
the  work  is  done  by  the  regular  gang.  Any  trifling 
renewals  that  may  from  time  to  time  be  required  may 
be  fairly  included  in  the  maintenance.  Several  of 
the  Culverts  on  the  Central  and  Portland  divisions  are 
still  in  bad  order,  but  the  cost  of  repairing  them  is 
included  in  the  maintenance.  The  only  ones  requir- 
ing renewal  are  on  the  latter  section,  these  are  mostly 
of  timber,  and  the  work  is  done  by  our  regular  Car- 
penters' Gang. 

**  Question. — Ties — What  number  should  now  be  replaced  and 
at  what  cost  ?  What  is  the  condition  of  the  remain- 
der, and  at  what  rate  of  annual  expenditure  must  the 
renewal  be  made  ?  And  how  soon  must  all  be 
renewed  ? 

'*  Answer, —The  number  of  Ties  to  be  replaced  this  season  is 
184,000,  their  average  cost  is  about  22  cents  each,  the 
condition  of  the  remainder  is  satisfactory,  and 
renewals  at  the  same  rate  for  the  next  four  years  will 
be  sufficient,  after  that  the  Riviere-du-Loup  line  and 
the  West  of  Si.  Mary's  will  require  some  ties  to  be 
renewed  in  addition  to  the  number  above  stated. 

"  Question. — Chairs — What  is  their  state  ?    To  what  extent, 
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and  at  what  rale  and  cost  must  they  be  replaced  ? 
Are  more  expensive  ones  needed  ? 

"  Answer. — We  are  gradually  doing  away  with  the  use  of  them, 
as  we  lay  new  fish  plate  Iron.  The  few  that  are 
renewed  are  of  a  superior  quality  and  pattern. 

"  Question. — Raits — How  many  of  each  pattern  ?  How  many 
have  been  taken  up  since  the  opening  of  line  ?  How 
many  re-rolled  rails  are  laid  ?  How  long  have  they 
been  down,  and  how  do  they  wear?  How  many  are 
now  worn  out,  and  at  what  rate  and  cost  can  renewals 
be  deferred  ? 

"Answer. — On  the  1st  January,  1861,  we  had  161  miles  of  fish 
plate  iron  laid  on  the  line,  the  remainder  (929  miles 
of  main  line)  is  composed  of  both  U  an(i  T  iron,  not 
fish  plated.  Since  the  commencement  of  1858,  up  to 
the  end  of  last  year,  about  95  miles  have  been  taken 
vp  and  relaid,  irrespective  of  rails  put  in  to  replace 
broken  ones.  About  7,500  tons  of  re-rolled  rails  are 
laid,  of  which  4000  are  in  the  Portland  district. 
These  do  not  wear  well,  and  other  arrangements  have 
recently  been  made  to  improve  the  quality.  The 
rails  from  the  Toronto  Mill  have  worn  well.  Some 
have  been  laid  down  since  July  1860,  and  as  yet  none 
are  worn  out.  Rail  renewals  will  be  required  as 
follows:  In  1861  about  72  miles;  1862,  90  miles; 
1863,  110  miles;  1864  and  65,  about  120;  after  that 
about  100  miles  per  annum. 

*'  Question. — Road  Bed — What  is  state  of  side  and  cross  drain- 
age, and  of  cuttings  and  embankments  ?  What 
expenditure  is  required  to  complete  them  ?  Are  there 
any  portions  of  the  Line  where  extraordinary  outlay 
or  works  of  protection  are  needed  ?  What  will  these 
cost,  and  how  long  may  they  be  deferred  ? 

'*  Answer. — The  side  and  cross  drains  are  in  fair  average  order 
as  also  the  slopes  of  the  cuttings  and  embankments, 
the  cost  of  keeping  them  in  order  is  borne  by  mainte- 
nance. There  are  portions  of  the  line  where  extraor- 
dinary outlay  for  works  of  protection  are  required,  viz.: 
near  Port  Hope  and  Port  tJnion,  where  Lake  Ontario 
has  made  great  inroads  into  the  land,  separating  it 
from  the  Railway.  The  cost  of  such  works  cannot 
be  given  but  as  a  rough  approximation,  inasmuch  as 
their  extent  much  depends  upon  the  action  of  the 
water.  An  expenditure  this  year  of  about  ^10,000 
will  be  ample  to  guard  against  any  immediEte 
danger. 

A.  L.  TREMBICKI. 

Montreal^  \9th  June^  1861.  Asst.  Engineer. 
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The  Company  on  the  21st  November  filed  several  affidavits— 
by  Edward  William  Watkin,  Esq.,  Superintending  Commis- 
issioner  of  the  Railway  ;   he  deposed  as  follows : 

*'  1.  Am  Superintending  Commissioner  of  the  Grand  Trunk 
Railway. 

"  2.  I  was  noiTiinated  to  th;it  office  on  the  unanimous  recom- 
mendation of  a  Committee  composed  of  representa- 
tives of  the  first  and  second  and  other  Bondholders 
and  also  of  Shareholders  of  the  Grand  Trunk  Rail- 
way Company. 

"  3.  That  the  said  Committee  was  appointed  by  a  Public 
Meeting  of  such  holders,  and  ils  proceedings  were 
confirmed  by  another  public  meeting  largely  attended 
by  persons  holding  the  said  Bonds  and  Share  securi- 
ties held  in  London  on  the  16th  .Tuly  last. 

**4.  My  said  appointment  was  unanimously  approved  of  by 
such  Meeting,  and  I  therefore  represent  officially  the 
1st  and  2nd  and  other  Bondholders  as  well  as  the 
Shareholders  of  the  Grand  Trunk  Railway  Company. 

"  5.  I  believe  I  represent  the  interests  of  a  large  majority  of  the 
1st  and  2nd  Preferential  Bondholders  in  both  amount 
and  number. 

"  6.  Acting  in  the  interests  of  such  Bondholders  and  of  the 
Company  at  large,  I  have  taken  the  needful  steps  to 
protect  all  their  interests  which  are  now  placed  in 
the  position  of  greater  safety  to  secure  which  they 
they  sent  me  to  Canada. 

•'  7.  I  leave  for  England  on  the  23rd  inst.,  to  report  my  pro- 
ceedings to  the  Bond  and  Shareholders  and  to  ask  for 
their  further  instructions,  and  I  return  to  Canada  as 
as  soon  as  I  have  received  such  instructions,  which 
which  will  probably  be  about  January  next. 

*•  8.  I  have  this  day  learnt  at  10  o'clock,  P.M.,  that  notice  of  a 
motion  has  been  given  at  Toronto  in  this  cause  at  the 
instigation  of  parties  who,  I  believe,  do  not  represent 
the  general  body  of  the  Bondholders  to  appoint  a 
Receiver  over  the  portion  of  the  Railway  in  Upper 
Canada. 

"  9.  I  believe  such  an  appointment  to  be  at  this  juncture 
wholly  unnecessary  and  likely  to  lead  to  the  destruc- 
tion of  the  credit  of  the  Company  and  to  the  stoppage 
of  the  Railway  as  a  means  of  through  communica- 
tion during  the  ensuing  winter. 
10.  I  believe  such  stoppage  would  be  destructive  to  the 
interests  especially  of  the  first  Preference  Bondholders, 
and  that  the  vast  majority  of  them  on  learning  of  this 
proceeding  will  disavow  and  disapprove  the  same." 


(( 


.,1 1 

•tif 


44 


REMARKS  ON  THE  EVIDENCE. 

Mr.  Elliot,  Mr.  Shanly,  jukI  others  also  made  affidaviis. 
Mr.  Elliot  said  :  The  roLid  is  of  such  a  character  that  it  must 
necessarily  be  canducted  in  all  its  parts  like  a  single  machine 
under  one  rnanasement,  and  ils  Rolling  Stock  must  necessarily 
be,  and  is  in  fact,  continually  passing  and  re-passing  from  and 
to  Sarnia  and  Portland. 

The  Answer  to  which  mij^ht  have  been  readily  j^iven  as 
follows :  At  the  present  moment  the  Great  Western  are  send- 
ing their  own  rolling  stock  over  the  Grand  Trunk  Railway 
from  Detroit  to  Portland.  Also,  before  the  amalgamation — 
trains  from  Montreal  ran  to  Portland  through  four  separate 
jurisdictions. 

The  narrow  guage  lines  between  Montreal  and  Boston 
and  New  York  send  and  have  sent  both  passenger  and  freight 
cars  between  these  points,  over  several  distinct  railways  nnd 
through  several  distinct  jurisdictions  ;  and  the  narrow  guage 
lines  terminating  in  Detroit,  bring  their  cars  from  Illinois 
through  Indiana,  Ohio,  and  Michigan  to  Port  Huron,  over  a 
leased  section  of  the  Grand  Trunk  ;  and  did  the  guage  permit 
these  loaded  cars  would  no  doubt  pass  through  to  Canada  when 
desired  to  New  England,  Montreal  or  Toronto. 

In  short,  affidavits  could  be  filed  to  shew  that  the  exi&tenc^  of 
different  corporations  and  jurisdictions  is  no  impediment  to 
railway  traffic  between  New  York  and  Chicago,  and  farther 
when  desirable. 

Lastly,  the  appointment  of  a  Receiver  and  Manager,  anting 
under  the  Court,  over  any  section  of  the  Grand  Trunk,  need  not 
"nciessarily,''  to  use  Mr.  Elliot's  words,  conflict  with  the  road 
being  worked  "  like  a  single  machine." 

Mr.  Shanly  said:  the  roadway  and  its  appurtenances  are  in 
good  and  efficient  repair. 

The  Answer  to  this  would  be  :  It  is  only  in  a  state  of"  repair," 
it  has  never  been  completed.  Mr.  Shanly  does  not  allude  to 
the  question  of  the  renewals  or  rebut  any  affidavits  filed  by 
the  Plaintiffs,  which  had  no  doubt  been  seen  by  him. 

Again,  he  says  '*  none  of  the  above  has  been  allowed  to  run 
down  or  get  out  of  repair.''  This  is  intended,  no  doubt,  to 
apply  to  the  Rolling  Stock,  and  not  to  the  roadway  and  its 
appurtenances,  as  it  is  notorious  that  the  means  of  the  Com- 
pany have  been  insufficient  to  do  anything  like  justice  to  the 
line.  Elliot's  Evidence,  sec.  9,  shews  tha  the  company  has 
been  compelled  to  pay  debts  to  prevent  forfeitures,  &c.,  and 
that  they  have  lately  had  no  other  resources  than  the  earnings, 
so  that  the  renewals  have  necessarily  been  neglected. 
The  leading  w^ants  of  the  road  are : 

1.  The  road  bed  is  not  completed  as  to  slopes,  drainage  and 
width  of  embankments. 
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2.  The  Ballast  is  insufficient  in  quantity  and  quality. 

3.  Tin:  Sleepers  ure        do.  do.  do. 

4.  The  Rails  are  l)ad  in  quality  and  muoli  worn. 

5.  The  Chairs  arc  too  small  and  should  be  replaced. 

This  of  course  dues  not  appl'  U)  the  lohole  of  the  roadbed, 
ballast,  sleepers,  rails,  and  chairs. 

On  all  these  items  a  large  outlay  must  be  made,  and  cannot 
be  longer  postponed;  and  none  of  the  nett  earninjis  can  be 
applied  to  othe:  sources  without  injustice  to  these  demands  for 
years  to  come. 

It  is  to  be  observed  that,  although  Mr.  Shanly  in  his  affidavit 
alludes  to  the  ^96,000  weekly  receipts,  his  ability  with  proper 
appliances  to  have  earned  $20,000  more,  his  refusal  of  freight 
offered  al  lair  prices  for  want  ot  means  of  transport,  &c.,  he 
does  not  assert  that  the  nett  earnings /or  the  year  will  meet  the 
rents  and  renewals,  nor  does  he  rebut  our  affidavit  in  this 
respect.*  lie  knew  that  in  October,  1860,  the  receipts  ran 
up  to  somewhere  about  $90,000  a  week,  but  that  the  Com- 
pany con  Id  not  get  through  the  winter  without  aid  from  the 
Government,  and  a  iMilure  to  pay  on  all  sides. 

On  the  23rd  November,  the  Judgment  Creditors  and  the 
Company  cross-examinod  Mr.  Pare.  The  plaintiffs  were 
desirous  and  deemed  it  necessary  to  cross-examine  Mr.  Shanly 
on  his  affidavit;  \et  three  weeks  elapsed  before  the  defend- 
ants, the  Company,  produced  him  for  examination,  notwith 
standimc  'he  efFor  s  which  were  mnde  by  the  plaintiffs  to 
procure  his  attt  ndance  in  a  shorter  time.  Application  was  then 
made  f  )r  a  special  ^  ;iy  to  hear  the  motions,  ^consolidated)  and 
the  earliosr,  appoi  itmeul  that  could  be  obtained  was  for  the 
15th  January,  !862. 

Meantime  important  proceedings  were  going  on  in  England. 
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PROCr-^EDlNGS  IN  ENGLANP—DECEMBEli,  1861. 

On  the  5th  December,  1861,  the  report  made  by  Mr.  Watkin 
was  promulgated,  and  on  the  24th  Dec,  a  meeting  of  the 
Share  and  Bond  holders,  postponed  from  the  I8th  inst.,  was 
held  at  the  London  Tavern,  Mr.  T.  Baring,  M.P.,  in  the  chair. 
The  proc  edings  of  this  meeting  have  been  fully  reported.  It 
is  necessary  that  I  s^hi  old  reproduce  the  observations  of  the 
Chairman  and  Mr.  Morris,  which  I  do  from  a  report  in  the 
Dailjj  Ncivs  of  the  25th  Dec,  as  follows  : — 

*  Neither  does  he  endorse  Mr.  Elliot's  opinion  that  a  Receiver  on  one  por- 
tion would  be  disastrous,  nor  say  it  would  be  impos3il}le  to  work  the  line  in 
sections.  He  says  it  is  "absolutely  necessary  that  it  should  bo  under  ona 
executive  control,"  which  evidently  refers  to  the  through  traffic,  and  this  might 
be  done  with  a  lieceiver  and  Manager  on  any  portion  ;  the  necessary  agreements 
as  to  the  through  traffic  between  the  several  aectiona  forming  a  through  line, 
constitutes  "  one  executive  control." 
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*'  The  report  and  accounts  previously  issued  and  circulated, 
having  been  taken  as  read, 

*'  The  Chairman  said  the  proprietors  were  aware  that  that 
was  the  hall-yearly  meeting,  convened  to  receive  the 
report  of  the  directors,  and  the  suggestions  laid  down 
in  Mr  Watkin's  report.  They  must,  he  was  sure, 
ail  feel  in  the  present  Ci'itieal  state  of  America  the 
desirableness  of  being  represented  there  by  a  gentle- 
man of  so  much  knowledge,  judgment,  and  discre- 
tion as  Mr.  Wiitkin.  ((Cheers.)  Tliey  must  also  be 
sensible  of  the  need  of  harmony  for  the  purpose  of 
improving  the  position  and  promoting  the  interests 
alike  of  bondholders  and  shareholders.  He  conclu- 
ded by  moving  the  following  resolution  : — '  That  the 
report  of  the  directors,  the  accounts,  and  the  report 
of  Mr.  VVatkin,  be  received  and  adopted  ;  that  Mr. 
Watkin  be  thanked  for  his  great  services;  that  the 
board  do  appoint  an  agent  to  proceed  to  Canada  to 
continue  negotiations  with  the  government,  and  to 
carry  out  the  re-organization  of  the  line,  and  the  other 
arrangements  recommended  in  Mr.  VVatkin's  report; 
thfit  for  this  purpose  such  agent  be  empowered  to  re- 
present all  classes  with  the  fullest  pow^ers,  and  that 
the  government  and  legislature  ol' Canada  be  impress- 
ed with  the  importance  of  prompt  action  in  dealing 
with  the  question  of  the  pos!al  subsidy  and  its  capi- 
talization as  the  only  practical  means  of  relieving 
this  concern  from  its  financial  enibarMSsments.' 

"  Mr.  Morris  seconded  the  resolution,  and  observed  thai  he, 
as  representing  a  large  amount  if  not  a  large  number 
of  the  preference  bondholders,  had  had  several  inter- 
views with  Mr.  Watkin,  having  felt  that  his  report 
could  not  be  adopted  without  explanation,  and  the 
result  was  that  an  understanding  had  been  come  to 
between  himself  and  Mr.  Watkin,  by  which  he  would 
be  able  to  carry  out  the  negotiations  and  organize  [the 
concern,  so  as  to  obtain  the  largest  amount  of  net 
income,  the  point  in  which  they  were  all  most  deeply 
interested,  but  that  understanding  was  coupled  with 
the  condition  that  nothing  should  be  done  by  legisla- 
tion in  Canada  or  otherwise  to  affect  the  peculiar 
position  of  the  preference  bondholders.  There  was 
one  material  consideration  which  must  not  he  lost 
sight  of,  and  that  was  that  the  leased  lines  must  be 
confined  within  the  four  corners  of  their  respective 
leases.  The  net  revenue  must  not  go  into  the  pock- 
ets of  any  one  class.  But  the  first  thing  wa^;  to 
clear  themselves  of  their  pres  nt  difficulties.  They 
could  do  nothing  while  a  heavy  debt  was  hanging 
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upon  them,  and  he  believed  that  in  the  case  of  the 
Northern  Railway  the  mere  fact  of  clearing  off  the 
debt  so  as  to  enahle  them  to  buy  everything  with 
ready  money  and  at  the  first  market  had  made  a  dif- 
ference of  20  per  cent.  Until  they  cleared  off  the 
floating  debt  they  could  not  realize  the  full  amount  of 
net  profits.  He  thought  Mr.  Watkin  should  be  trust- 
ed with  the  carrying  out  of  th(!  proposed  scheme,  be- 
cause if  there  was  a  divided  authority  it  was  obvious 
Mr.  Watkin  would  be  unable  to  effect  anything." 

The  whole  proceedings  of  the  meeiitjg  were  characterised 
by  an  evident  intention  to  leave  untried  no  effort  for  the  resto- 
ration of  the  Company  to  a  position  of  financial  prosperity. 
It  was  admitted  that  the  present  was  no  time  for  sectional  diffi- 
culties or  party  feeling,  but  that  every  particular  interest  must 
in  every  sense  give  way  to  the  common  benefit  of  the  entire 
body  of  creditors.  The  meeting  felt  that,  at  a  moment  when 
it  was  necessary  to  make  a  sustained  effort  to  obtain  the  assis- 
tance of  the  Canadian  Legislature  it.  would  not  be  seemly  to 
shew  themselves  at  variance  with  each  other,  and  that  now 
there  was  e^ery  reason  to  hope  that  success  would  be  the  re- 
sult of  plans  vvhich  had  been  dictated  by  the  prudence  of  Mr. 
Watkin,  if  carried  out  by  the  unanimous  vote  of  the  proprietary. 
Of  course  the  meeting  was  unanimous,  all  being  actuated  by 
the  same  hope. 

I  have  now,  I  believe,  fairly  stated  the  case  of  the  Prefer- 
ence Bondholders,  historically,  from  the  month  of  October, 
1860,  to  the  present  time.  My  next,  and  more  diflicult  duty, 
will  be  to  draw  such  conclusions  therefrom  as  the  facts  justify 
and  as  are  necessary  to  defeni  that  policy  with  which  I  have 
been  identified,  and  with  the  carrying  out  of  which  I  have  been 
actively  engaged,  in  the  interest  of  the  Preference  Bondholders. 


t 


n  I 

Iili 


m 


POSITION  OF  PARTIES. 

When  the  Plaintiff's  commenced  their  litigation  they  very 
properly  defined  the  position  of  the  Preference  Bondholders. 
We  are  not  in  the  position  of  parties  who  want  to  get  anything 
— we  merely  want  to  hold  what  we  have. 

"  The  Preference  Bondholders,  if  rightly  advised,  have  already 
a  first  charge  over  everything.  They  therefore  can 
gain  nothing  by  legislation  ;  while  the  Judgment 
Creditors,  on  the  other  hand,  have  everything  to  gain 
and  nothing  to  lose,  by  legislative  interference." 

The  Preference  Bondholders  very  justly  started  with  the 
proposition,  "  that  they  cared  nothing  about  government  relief, 
unless  it  could  be  obtained  upon  easy  terms." 
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In  their  piiMislird  "caso,"  they  rcpudiatu  any  intoiition  of 
makingaiiy  claim  uponthi?  ftovciniiiu'nt  (orpecuniaryassiHtance. 
They  riilied  upon  their  Bonds— they  rdied  upon  the  priority 
of  claim  given  to  them  l)y  th  •  act  of  1850,  ovor  all  the  propcrtij 
of  the  Company — (wer  the  pnscnt  first  lien  of  the  Province. 
Doubts  had  been  suj^^esteil  as  to  whether  they  had  such  a 
charge  created  in  iheir  favoiu"  by  the  act  ol  1856.  If  there 
existed  any  leyal  defect,  (the  intention  bein'j;  clear,)  then  they 
claimed  government  as.si.'^tance  to  remedy  the  defect.   They  say  : 

"The  Government  and  people  of  Canada  not  tmly  therefore 
cannot  dispute,  but  are  bound  to  support,  the  Prefer- 
finee  Bondholdc'rs'  claim.  If  the  Government  Act  of 
1850  should  (ahhouLdi  we  do  not  admit  that  it  does) 
fail  to  <;ive  e(fect  to  what  was  the  admitted  intention^ 
the  Preferencfi  Bondholders  would  have  a  right  to  call 
on  the  Goverjunent  to  remedy  the  defect.'' 

Evidently  the  course  the  Preference  Bondholders  pursued, 
was  plain  and  intellirjible  and  havinti;  regard  to  the  facts  which 
are  herein  slated,  was  just  and  reasonable.  What  is  that 
course  ? 

"  The  Judgment  Creditors  having  rcsorled  to  legal  proceedings, 
the  Preference  Bo:ulliolders  are  compelled,  in  self- 
defence,  to  take  steps  fo  protect  the  rolling  stock  from 
seizure. 

I  am  satisfied,  however,  that  from  the  first,  the  Judgment  Cre- 
ditors felt  (he  weakness  of  their  position,  legally,  and  were 
anxious  to  and  did  urge  the  morality  oi  their  claim,  and  relied 
on  thc'r  power  of  obstructinn  for  ultimate  success.  This  posi- 
tion of  the  Judgment  creditors  has  l-een  approved  by  the  course 
they  have  puisued  from  the  first. 

If  the  act  of  1856  did  not  give  us  a  full  and  complete  lien 
and  charge  over  everything  belongint'  to  the  Company,  present 
and  future,  until  we  were  paid,  then  it  ouirlit  to  have  done  so  ; 
and  the  Piovinee  is  morally  bound  to  set  right  any  looseness 
or  ambiguity  in  the  wording  of  that  act  to  give  effect  to  the 
clear  intention — an  intention  which  is  confirmed  by  subse- 
quent legislation  defining  the  order  of  applying  the  net  earnings. 

This  was  done  by  the  Imperial  P.rliamenl  in  the  case  of 
the  "  Red  Sc't  Tefeirraph,^^  whore  a  doubt  was  expressed  whe- 
ther the  wording  of  an  Act  of  Parliament  giving  a  government 
guarantee,  was  sufficieiitly  extensive.  Having  regard  to  the 
failure  of  the  concern,  the  Imperial  Government  felt  bound  to 
bring  in  a  declaratory  act — and  in  the  discussions  thereupon, 
it  was  put  simply  on  the  ground  of  i^wod  faith  on  the  part  of 
the  Government — to  carry  out  what  was  the  clear  intention,  and 
every  attempt  to  mix  up  and  discuss  other  matters  with  that 
point,  was  opposed  by  the  Government    The  argument  was,  the 
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guarantee*  was  suppowwv!  to  he  absolute,  the  public  subscribed 
thtiir  money  u[)on  the  fiiilh  of  iiH  being  so,  and  it  is  HJinply  now 
a  question  ol  f^ood  faith  on  the  parr  of  the  Government  which 
ought  not  and  cjinnot  take  advantdcfe  of  any  technieal  defect. 
The  reasons  which  upplied  to  thut  case,  are  much  stronger 
when  applied  to  thia^  hoih  as  rcL'ards  the  Province,  the  Com- 
pany, and  the  unsecured  Creditory  of  the  Company. 

The  Company,  that  is  the  Directors  and  Shareholders,  and 
various  other  classes  at  home,  other  than  the  Preference 
Bondholders,  imagined  that  they  could  procure  relief  from  the 
Governmetit,  mid  they  petitioned  therefore  during  the  last  sessicn 
of  parliament.  No  relief  \Tas  promised.  The  Committee  of  the 
2nd  Jany,  as  1  have  before  stated,  recommended  all  parlies  to 
join  together  in  a  petition  to  the  Parliament  of  Canada,  setting 
out  their  case,  and  concluding  with  a  prayer  lor  reliefin  gen- 
eral terms,  and  there  is  no  doubi  that,  having  regard  to  the 
case,  and  reasons  in  support  thereof, — it  was  well  conceived. 
It  was  assumed  at  the  time  that  the  government  would  be 
powerless  to  help  them.  Had  the  government  come  forward 
with  a  measure  of  relief,  toithout  prejudice  to  the  claims  of  the 
Preference  Bondholders^  they  would  have  no  doubt  facilitated 
that  object.  No  act  was  brought  in.  The  Petition  was 
ordered  to  lie  upon  the  table.  Tiie  advisers  of  the  Preference 
Bondholders  however,  having  in  view  that 
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The  interests  of  the  Preference  Bondholders  and  of  the 
ordinary  Bond  and  Shareholders  were  identical,  in 
keeping  the  ron-^  jpen  and  developing  its  resources, 
while  the  necessary  effect  of  enforcing  the  claim  of 
the  Judgmeut  <  'reditors  by  seizure  of  the  rolling  stock 
would  be  to  stop  the  road,  and  so  do  irreparable 
damaj^e  ;.>  all  classes  interested,  whether  as  Share- 
holders Ol  Bondholders," 
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endeavoured  to  procure  the  passing  of  the  Permissive  Bill  I 
have  before  referred  to;  and  Mr  William  Pare,  their  agent, 

E resented  to  the  House  a  petition,  having  previi  ^ly  submitted 
is  proposed  Bill  to  members  of  the  Government.  This 
petition  is  an  important  document,  it  ably  demerit  s  the  position 
of  the  Preference  Bondholders,  then  and  nuw,{or  their  position 
is  unchanged.  It  clearly  defines  the  position  of  parties  then 
and  now,  which  is  alike  unchanged.  It  sought  relief— actual 
relief — without  invoking  sectional  opposition — without  the  ne- 
cessity of  any  pecuniary  advance  from  the  Province.  Subse- 
quent events,  produced  by  Mr.  Watkin's  Mission  and  Report, 
and  the  action  of  the  meeting  of  the  24th  December,  have 
apparently  induced  a  different  conclusion,  but  lave  in  nowise 
altered  the  position  of  parties 

The  petition  of  Mr.  William  Pare  was  as  follows  : — 
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To  the  Legislative  Assembly  of  the  Province  of  Canada  in 
Parliament  assembled : 

The  Humble  Petition  of  the  undersigned  William  Pare,  of 
London,  England,  as  Agent  of  Preference  Bondhold- 
ers of  the  "  Grand  Trunk  Railway  Company  of 
Canada,"  residing  within  the  United  Kingdom  of 
Great  Britain  and  Ireland  ; 

Sheweth  : — 

*•  1.  That  the  affairs  of  the  Grand  Trunk  Railway  Company  of 
Canada  have  been  in  an  embarrassed  condition  for 
some  time  past ;  nearly,  if  not  the  whole  of  the  pay- 
ments, as  they  have  become  exigible,  have  been  left 
unpaid,  and  payment  thereof  indefinitely  postponed. 

*'2.  That  the  parties  for  whom  your  Petitioner  is  acting, — the 
interest  on  whose  Bonds,  in  common  with  that  of  all 
the  other  Bonded  debts,  is  in  arrear, — caused  a 
notice  to  be  served  upon  the  Directors  of  the  Com- 
pany, insisting:  that  all  payments^,  after  working 
expenses,  shall  be  made  in  the  order  directed  in  the 
several  Acts  of  Parliament  under  which  the  Compa- 
ny is  authorised ;  whereupon  the  Directors  passed  a 
resolution  of  their  body  stating  that  if  such  notice  be 
acted  upon,  it  "  will  in  a  very  short  time  lead  to  the 
seizure — in  the  United  Stales  more  particularly — of 
the  Locomotive  and  other  rolling  Stock  of  the  Com- 
pany, and  will  inevitably  be  followed  by  the  entire 
stoppage  of  the  road.^^ 

"3.  That  Messrs.  Baring,  Brothers,  &  Co.,  and  Messrs.  Glyn, 
Mills,  &  Co.,  have  obtained  a  judgment  against  the 
Company  for  a  sum  of  about  £800,000  sterling,  and 
that  executions  may  at  any  time  be  issued,  and  the 
rolling;  stock  of  the  road  seized  and  sold,  and  thereby 
an  immediate  and  entire  stoppage  of  the  road  would 
follow. 

"  4.  That  the  Judgment  Creditors* having  resorted  to  legal  pro- 
ceedings as  in  last  paragraph  stated,  the  Preference 
Bondholders  represented  by  your  petitioner  were 
compelled  on  behalf  of  themselves  and  "  all  other 
the  holders  of  the  first  Preferential  Bonds  of  the 
Grand  Trunk  Railway  Company  of  Canada,  issued 
pursuant  to  the  provisions  of  an  Act  passed  in  the 
19th  and  20th  years  of  Her  Majesty's  reign,  intitnled : 
An  Act  to  grant  additional  aid  to  the  Grand  Trunk 
Railway  Campany  of  Canada^'*''  in  self  defence  to 
commence  proceedings  in  the  Courts  of  Upper  and 
Lower  Canada,  to  protect  th(*  Rolling  Stock  from 
seizure,  and  to  determine  the  rights  and  priorities  of 
the  respective  parties  interested. 
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is  reason  lo  believe  that  ttie  litigation  may  be  pro- 
longed to  a  period  fatal  to  the  interest  of  all  those 
classes  in  order  of  priority  behind  that  class  in  the  in- 
terest of  which  your  Petitioner  appears. 

**6.  That  this  delay  will  likewise  occasion  great  inconvenience 
and  loss  to  the  merchants,  freighters  and  others,  users 
of  the  Railway,  by  the  inability  of  the  Company,  as 
declared  by  its  Directors  in  a  recent  report — "  over- 
whelmed by  an  enormous  floating  debt,  and  met  at 
every  moment  by  discredit  and  litigation," — to  pro- 
vide facilities  such  as  are  required  for  carrying  on 
the  traffic  offered  to  the  Road. 

*'  7.  That  in  proof  of  this  it  is  within  the  knowledge  of  your 
petitioner,  that  large  quantities  of  product^  from  the 
Western  States  have  been,  in  the  ordinary  course  of 
business,  and  since  his  arrival  in  this  country,  offered 
to  the  Managers  of  the  Company,  who  have  declared 
their  inability  to  carry  the  same  lor  want  of  increased 
rolling  stock  and  other  appliances, 

"8.  That  the  Company  is  largely  indebted  on  simple  contract 
claims  within  the  Province,  which  it  has  no  present 
means  t(»  discharge,  and  many  of  which  claims  are 
now  in  judgment,  and  Murnerous  other  such  claim- 
ants are  already  threatening  suit  which,  if  carried  to 
execution,  would  give  power  to  seize  the  Rolling 
Stock  and  thereby  effect  a  stoppage  of  the  road. 

"9.  That  if  restrained,  without  o'lier  means  being  provided 
for  the  seitlement  of  their  claims,  great  inconvenience 
and  positive  loss  must  thereupon  ensue  to  them. 

*'  10.  That  your  Honourable  House  has  upon  its  table  a  Peti- 
tion— presented  at  the  commencement  of  the  Session 
— Irom  "Share    and  Bondholders  of  the  Company, 
residing  in  Great  Britain  and  Ireland,"  praying — 
'  That   fully  reserving  all  the   legal   rights  pertain- 

*  ing  to  the  several  kinds  of  securities  they  hold, 
'  yo,  r  Petitioners,  therefore,  humbly  pray  your 
'  Honourable  House  to  afford  to  your  Petitioners 

*  sue  I  speedy  and  effectual  relief,  as  in  the  wis- 
'  dom  of  yonr  Honorable  House  may  be  best 
'adapted  to  the  merits  of  the  case  of  your  Peti- 
Mioners,  and  may  be  most  consistent  with  the 
'  rights  of  all  parties.' 

**  11.  That  your  Petitioner  has  been  waiting  lo  see  whether  any 
action  would  be  taken  by  the  Government,  or  other- 
wise, in  consequence  of  said  Petition. 

'*  12.  That  your  Petitioner  having  learned  that  a  Bill  was  in 
preparation,    intended,   in   cert.iin   contingencies,   to 
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affect  the  Grand  Trunk  Railway  Company,  felt  it  de- 
sirable to  wait  and  see  the  provisions  of  such  intended 
Bill,  before  taking  steps  tc  subniit  to  your  Honurabie 
House   according  to   insttuctitms,  a  Bill,  having  for 
its  object  the  preservation  of  the  property  uf  the  Rail- 
way pending  the  suits  which  are  heforp  the  Tribunals, 
as  already  mentioned  in  paragraph  4,  and  enabling 
funds  to  be  raised  to  extricate  the  concern  from  its 
present  difficulties,  and  put  the  line  in  a  condition  to 
meet  the    present  and  growing  wants  of  the  commu- 
nity. 
'*  13,  That  your  Petitioner  has    ubiscquently  learned  that  it  is 
not  intended  to  proceed  with  the  Bill  herein  first  allu- 
ded to,  and  he   is  now  therefoie  desirous  to  lay  the 
last  named  Bill  before  your  Honorable  House,  but  is 
informed  that  this  cannot  now   be  done  without  the 
special   permission  of  your  Honorable  House,  inas- 
much  as  the    time    has   expired    when,   under  the 
Standing  Orders,  such  Bill  could  be  introduced  in  the 
ordinary  course. 
**  14.  That  said  last  mentioned  Bdl  is  permissive  i;i  its  charac- 
ter, cind  does  not  seek  to  compromise,  or  in  any  way 
affect,    prejudicially,    the    interests  of   any    parties 
having  property  in  the  said  railway,  and  could  only 
take   effect   after  consent   of   said  parties  had  and 
obtained. 
"  15.  That  much  loss  and  injury  w'ill  be  sustained  by  the  par- 
ties for  whom  your  Petitioner  is  acting,   in  common 
with  a'l  others  interested  in  the  (mtperty  of  said  rail- 
way, by  the  postponement  of  any  relief  in  the  premi- 
ses until  the  meeting  of  another  Parliament. 
"  16.  That  your  Petitioner  huuibly  submits  that  the  prayer  of 
the  petition   already  on  the  tabic  ol  your  Honorable 
House  and   referred   to   in  paraijraph    10,  affords  a 
reason  for  the  action  of  the  legislature  this  session — 
and  that  the  Bill  herein  referred  to,  with  such  altera- 
tions and  amendments  as  to  your  Honourable  House 
may  seem  fit,  will  entirely  conform  to  th*^  prayer  of 
the  said  petition. 

"  Your  Peiitiotier  therefore  humbly  prays  your 
Honorable  House,  that  the  proposed  Bill  may 
be  allowed  to  he  submitted  to  the  consideration 
ot"  your  Honorable  House  or  tnat  such  other 
relief  may  be  afforded  in  the  premises  as  in  the 
wisdom  of  your  Honorable  House  may  seem 
meet. 
And  your  petitioner  will  ever  pray,  &c.  &c. 

(Signc^d,)  WILL:  PARE. 
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I  Ihink  it  beyond  a  doubt,  that  it  was,  and  still  is,  the  interest 
of  the  Canadian  government  to  facilitate  the  claims  of  the 
Preference  Bondholders;  for  if  the  present  Ju  igmoni  Creditors 
can  seize,  any  other  Creditor  can  obtain  judgm<'nt  and  do  like- 
wise—so Ihat  the  road  never  could  be  worked,  ;ind  legislative 
interference  would  be  necessary  to  protect  the  property.  The 
Govei  Mtnent  would  not  interfere  to  exclude  on«^  Judgment  Cre- 
ditor more  than  another  ;  indeed,  the  interests  of  the  Govern- 
ment and  the  Preference  Bondholders  are  i  'enlical.  The 
Government  lien,  although  postponed,  has  not  been  put  an  end 
to,  and  the  Attorney  General  might  at  once  file  an  information 
to  restrain  the  Judgment  Creditors  by  virtue  of  the  Government 
lien.  If  this  had  been  done,  it  would  have  been  a  protection  to 
the  Preference  Bondholders.  It  was  not  done,  and  the  Prefer- 
ence Bondholders  essayed  to  protect  themselves  ;  and  there  is 
no  doubt  that  the  best  thing  for  all  parties,  would  have 
been  to  have  the  Preference  Bondholders'  rights  upheld,  for  they 
alone  could  protect  the  property  for  the  bnnefi*  of  all  interests, 
according  to  their  legal  priorities. 

What,  I  say,  is  the  position  of  the  Government  ?  As  regards 
legal  rights  it  is  clear  that  the  Government  lien  does  remain — 
but  that  it  i-'TiW  after  \he  Preference  Bonds  (1st  f»nd  2nd),  as 
a  charge  oi.  Jj-  ;)ropeity,  and  after  all  the  other  interests  as  a 
charge  upc  ;  :.ome.  As  between  the  1st  ;ind  2nd  Preference 
Bondholders  and  the  Government,  the  latter  stands  in  the  posi- 
tion of  2nd  mortgagees,  and  can  only  exercise  any  legal 
rights — subject  to  the  prior  mortgage  of  the  Preference  Bond- 
holders. It  follows  then  that  if  the  Government  put  in  force 
the  machinery  of  the  Courts  of  Law,  it  can  in  no  way  inter- 
fere with  the  rights  of  the  Preference  Bondholders. 

The  Preference  Bondholders  having  delayed  their  proceedings 
in  the  expectation  that  Mr.  Watkin  would  in  the  autumn  of  last 
year  give  some  positive  evidence  of  the  success  of  his  mission, 
and  which  expectation  was  in  nowise  realized,  resumed  their 
legal  proceedings  in  the  manner  and  form  already  mentioned, 
and  with  a  view  to  their  protection  they  applied  for  a  Ileceiver 
and  Manager.  They  had  faith  in  appealing  to  a  Court  of 
Law;  they  believed  that  a  Court  of  Law  was  more  likely  to  be 
influenced  by  reason  and  strict  views  of  right,  and  in  obtain- 
ing the  appointment  of  a  Receiver  and  Manager,  they  might 
then  have  come  to  the  Legislature  during  the  ensuing  session, 
for  a  short  Act  extending  the  appointment  to  both  sections  of 
the  Province,  and  thereby  removing  the  legul  difficulties 
elaborated  by  Judge  Monk  when  he  gave  his  judgment  on  the 
case  heard  in  Lower  Canada  in  October  last.  These  Bondholder^ 
were  pursuing  a  strictly  honest  course :  they  applied  first  to 
the  Courts  to  obtain  the  appointment  of  an  officer  to  protect 
the  property,  pending  the  adjudication  upon  legal  rights. 
They  would  then  have  applied  to  Parliament  to  extend   the 
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powers  of  the  Receiver  and  Manager  for  the  better  and  more 
efficient  working;  of  the  line. 

This  application  in  Upper  Canada,  and  the  final  hearing  of 
the  cause  there,  was  just  anticipated  by  the  announcement  of 
the  arrangements  come  to  by  all  parlies  at  the  meeting  of  the 
24th  December,  held  in  London,  England.  Such  is  the  posi- 
tion of  parties. 

POSIT'ON   OF   THE    KOAD. 

I  cannot  explain  ih  .-,  more  satisfactorily  than  by  referring  to 
the  evidence  which  I  have  already  set  out  given  by  Mr.KEKFER, 
in  the  suit  of  "  Morrison  v.  The  Grand  Trunk  Railway  Com- 
pany." Thai  gentleman,  however,  made  a  professional  report 
on  the  line,  also  referred  to  in  his  examination,  which  shews 
that  although  over  a  million  snd  a  half  sterling  have  been  ex- 
panded by  the  Company  in  extra  works,  &",.,  since  they  leased, 
purchased,  or  look  off  the  conliacl.-r'ti  hands  the  difl'erent 
sections  of  the  road,  and  another  million  sterling  must  be  pro- 
vided tor  completion,  renewals,  and  equipment-fund,  to  be  ex- 
pended within  the  next  four  years.  Also,  that  the  rents  and 
interest  on  mortgages  payable  by  the  Company,  exclusive  of 
all  Bond  interest  or  interest  on  floating  deht,  will  absorb  any 
probable  net  revenue  of  the  road  left  after  payment  of  working 
expenses;  so  that  provision  for  the  renewals  (which,  from 
the  embarrassment  of  the  Company,  have  been  allowed  to 
fall  greatly  in  arrear)  cannot  be  depended  upon  out  ol  the  in- 
come without  an  extrdordinary  increase  of  the  net  earnings, 
which,  in  the  present  condition  of  the  line,  is  almost  imprac- 
ticable. 

The  chief  deficiencies  are  the  waul  of  ballast,  of  a  sufficient 
nur  ber  of  sound  sleepers,  and  proper  chairs  to  preserve  the 
iron,  and  of  a  better  quality  in  tht;  rails  themselves,  which,  by 
the  policy  of  re-rolling  adopted  by  the  Company,  are  doomed 
to  retain  too  much  of  the  original  bad  quality  of  the  old  rails, 
until,  by  repeated  re-rolling,  the  sama  can  be  expelled.  The 
Company  would  save  between  $100,000  and  $200,000  per 
annum  by  selling  their  old  rails  and  purchasing  new  ones  of 
better  material,  instead  of  re-rolling  under  iheir  present  con- 
tract, and  thus  retaining  the  bad  iron. 


THE  LEASED  LINES. 
One  is  quite  sick  of  the  nonsense  so  frc  quently  repeated  in 
the  history  of  the  Grand  Trunk — about  the  importance  of  the 
leased  lines — as  if  the  Grand  Trunk  was  not  more  important 
to  these  extensions,  than  the  extensions  are  to  the  Grand 
Trunk.  They  could  7Wt  work  without  the  Grand  Trunk,  and 
the  very  best  thing  that  could  happened  to  the  Grand  Trunk, 
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would  be  to  limit  the  leased  lines  to  theii  own  earnings.  The 
leased  lines  rnighl  either  work  under  a  separate  management, 
or  under  the  Grand  Trunk  management.  I  should  say  that 
they  had  better  work  under  their  own  management,  because  it 
would  be  lessening  the  enormous  amount  of  responsibility  of 
working  such  a  length  ot  railway  as  is  now  comprised  under 
the  head  of"  The  Grand  Trunk  Railway  Company  of  Canada." 
If  the  attention  of  the  managing  body  was  concentrated  to  a 
smaller  length  of  Railway — the  Grand  Trunk  proper — and 
each  of  the  leased  lines  had  an  independent  management 
looking  after  them,  each  would  feed  the  other,  whereas  now 
the  whole  is  collapsed  together. 

A  few  such  tranisactions  as  the  Detroit  and  Sarnia  lease,  and 
the  security  of  the  Preference  Bondholders  is  practically 
destroyed. 

What  said  Mr.  Conybeare  on  this  question .''  His  communi- 
cation upon  the  history  of  this  lea?>e  transaction  is  highly 
important.  The  case  is  stated  in  a  most  lucid  manner  by  this 
gentleman  as  follows  : — 

THE  GRAND  TRUNK  AND  THE  DETROIT  AND 

SARNIA  LEASE. 

"  1.  The  Government  Commissioners  characterize  this  as  the 
most  "improvident  agreement  ever  made  by  the 
Grand  Trunk  with  other  Companies,"  aad  one  of  the 
most  difRcult  and  important  questions  under  the  pro- 
posed Scheme  will  be  to  determine  how  to  deal  with 
it.  To  aid  the  Share  and  Bondholders  in  arriving  at 
a  safe  conclusion,  it  is  essential  they  should  know  the 
facts.  The  object  of  the  following  statement  is  to 
narrate  them  for  their  information. 

"  2.  The  Detroit  Line  was  projected  in  1858  by  an  independent 
Company,  of  which  the  principal  London  Directors 
of  the  Grand  Trunk  were  Directors.  The  Shares 
were  offered  to  the  Shareholders  and  Bondholders  of 
the  Grand  Trunk,  but  were  not  taken  up  by  them. 
Nevertheless  arrangements  were  entered  into  by  its 
promoters  for  making  the  Line,  and  Mr.  Blackwell  in 
his  Report  I'f  30th  September,  185b,  announced  the 
fact,  and  stated  that  it  had  been  secured  for  the  Grand 
Trunk  by  an  arran^^ement  whereby  the  Detroit  Line 
was  to  receive  Fifty  per  Cent,  on  its  gross  traffic. 

"3.  Nothing  more  was  said  about  this  Line  until  the  Report 
of  the  27th  March,  ISliO,  when  it  was  stated  that  the 
Detroit  and  Sarni;i  Railway  was  '  proposed  to  be 
'  Leased  to  the  Grand  Trunk  for  999  Years,  at  such  a 
'  proportion  of  the  receipts  earned  on  that  Railway  as 
'  will  secure  a  Dividend  to  the  iShareholders  of  that 
'  Company  of  not  less  than  Six  per  Cent.,  with  a 
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*  contingent  increase  up  to  Eight  per  Cent,  on  the 
'  Share  Capital  of  the  Company.' 

'*  4.  This  Report  was  issued  a  day  or  two  before  the  Meeting 
in  London  of  the  30th  of  March,  1860.  At  that 
Meeting,  Mr.  Baring,  the  Chairman,  said,  referring  to 
this  Lease,  that  this  '  is  a  Line  which  in  an  estimate 
*  '  will  pay  of  itself^  if  disconnected  and  severed  from 
'  the  Grand  Trunk.'  He  adds,  'those  who  are  at 
'  present  interested  in  the  Branch  undertaking,  are  not 

•  desirous  of  abandoning  their  own  interest,  because 
'  they  believe  "1  to  be  a  good  Line.' 

"  5.  One  is  curious  to  k  o  '  who  were  the  disinterested  persons 
who  were  thus  giving  up  what  they  considered  such 
a  good  thing ;  for  certainly  they  very  much  misled 
the  Directors  of  the  Grand  Trunk.  Whether  the 
latter  are  free  from  blame,  and  whether  the  former 
are  guilty  of  such  misrepresentation  as  will  vitiate 
the  Lease,  will  better  appear  when  we  get  at  all  the 
facts ;  and  it  will  be  a  most  important  ingredient  in 
the  case  if  it  should  turn  out  that  the  London  Direct- 
tors,  who  recommended  the  Lease  to  their  own 
Shareholders,  were  themselves  principally  or  largely 
interested  in  the  Detroit  Line.  In  that  case,  Lessor 
and  Lessee  would  be  substantially  the  same  parties, 
and  any  negotiations  would  have  been  an  idle  form ; 
but  although  I  have  heard  all  this  suggested  ?  have 
no  evidence  on  the  subject,  and  I  hope  therefore  it 
will  not  turn  out  to  be  as  has  been  represented.  My 
reference  to  this  part  of  the  subject  will  at  all  events 
suggest  the  necessity  for  a  full  explanation,  and  I 
think  it  only  fair  to  the  Directors  to  give  them  this 
opportunity  of  making  such  explanation 

"  6,  It  appears  from  a  Postscript  to  the  Report  of  the  27th 
March,  1860,  that  the  London  Directors  had  at  that 
date  actually  received  (although  liiey  state  there  was 
not  time  to  print  them  before  the  Meeting  on  the  30th) 
accounts  shewing  that  the  Detroit  Line  had  been 
worked  at  a  great  loss  up  to  the  31  si  December,  1859. 
It  is  but  reasonable  a'so  to  assume  that  the  London 
Directors  were  acquainted  by  the  Weekly  Returns 
with  the  actual  traffic  on  that  Line,  helween  the  31st 
December,  1859,  and  up  to  say  the  beginning  of 
March,  1860. 

'*  7.  It  was  not  long  after  the  date  of  the  March  Meeting  that 
the  London  Directors  required  from  the  Manager  in 
Canada  some  explanation  as  to  "the  very  poor  re- 
turns on  this  line,"  and  accordingly  Mr.  Shanly 
made  a  Special  Report  thereon,  dated  18th  August, 
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1860,  now  for  fhrfirs!  r/wje  published  in  flie  Appendix, 
p.  110,  lo  llic  Government  CoiTimissioners'  Report. 

"8.  From  lliis  Keport  it  apponrs  that  the  Gross  Traffic  for  the 
hnlf  year  ending  30lli  June,  1860,  iiad  been  $28  per 
mile  per  week — the  working  expenses  being  $40, 
and  the  Rent  under  the  intended  lease  $53  per  mile 
per  week  ;  and  Mr.  Slianly  shews  conclusively  that 
the  line  is  not  likely  for  some  time  to  come  to  pay 
working  expenses,  and  he  therefore  advises  that  the 
proposed  Lease  should  not  be  carried  into  effect. 
Yet  the  lease  was  executed  on  the  11th  Octoher, 
1860,  Mr.  Biaokwell  signing  it  as  President  of  the 
Detroit  Line  (he  being  also  Vice-President  of  the 
Gr:inl  Trunk),  and  the  Hon.  John  Ross  signing  it  as 
President  of  the  Grand  Trunk. 

**9.  Not  only  is  this  Lease  'improvident'  as  binding  the 
Grand  Trunk  to  pay,  for  the  future,  rent  which  the 
Line  cannot  earn,  but  it  also  throws  upon  the  Grand 
Trunk  hack  Rent  in  the  shap?  of  interest  on  the  Capi- 
tal of  the  Detroit  Company,  although  not  a  word  was 
said  about  this  in  the  only  communication  ever  made 
to  the  Grand  Trunk  Shareholders  in  the  March  Re- 
port. 

**  10.  That  the  fifty  percent,  arravjgi'ment  was  inactual  opera- 
lion  up  to  the  "  A  December,  1859,  appears  from  the 
accounts  which  the  London  Dir<  ctors  had,  as  before 
stated,  received  from  Canada  prior  to,  but  which 
were  not  printed  till  after  the  30th  of  March  Meet- 
ing. (See  the  last  page  of  the  accounts,  with  cir- 
cular of  the  11th  of  April,  1860.)  No  explanation 
was  given  at  that  Meeting  why  the  fifty  per  cent, 
arrangement  was  changed  to  a  fixed  Rent  Lease, 
The  former  was  not  even  referred  to,  either  in  the 
Report,  or  in  Mr.  Baring's  speech. 

**  11.  Prior  to  the  Lease  the  Grand  Trunk  appear?  to  have 
made  large  advances  to  the  Detroit  Line,  which  were 
wiped  out  by  ttie  back  Rent. 

**  12.  Under  the  fif  y  pei-  cent,  arrangement  the  Detroit  Line 
was  bound,  as  it  seems,  to  find  its  own  rolling  stock, 
of  which  it  was  most  deficient  at  the  dale  of  the 
Lease ;  and  the  Grand  Trunk  had,  in  addition  lo  its 
other  obligations,  the  duty  cast  upon  it  by  the  Lease 
of  supplying  this  deficiency,  which  it  has  not  yet 
been  able  to  do  for  want  of  means. 

**13.  The  actual  Rent  fixed  by  the  Lease  is,  for  a  portion  of 
the  lirne  eight  per  cent,  on  the  whole  capital,  viz., 
je450,000 — afterwards,  eight  per  cent,  on  one  half 
the  capital,  and  six  per  cent,  increasable  to  eight  per 
cent,  on  the  other  lialf.     This  Rent  is  to  be   paid 
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wholly  without  rnfircMico  to  the  actual  receipts  of  the 
Line.  The  only  piirt  of  it  dependent  on  the  receipts 
is  the  iiKTcase  on  th(5  second  half  from  six  per  cent, 
to  eight  per  cent.  Is  tlie  stal<'mei)t  in  the  March  Re- 
port as  to  this,  a  fair  one  ? 

*'  14.  The  fixed  Rent  both  fur  the  back  ^nd  the  future  the  Grand 
Trunk  bound  itself  lo  pay  by  the  Lease  Jif  a  lime 
when  it  was  paying  nothini^  to  its  own  Shareholders, 
nor  even  to  its  bonded  or  other  creditors.  Both  the 
Government  Conimi^isioners  in  their  Report,  and  Mr. 
Giles,  the  Engineer,  (see  Report  of  January  meeting) 
stale  that  the  co^t  <  f  this  Lino  is  most  excessive. 
Iw  .11  the  facts  w  hich  huv<  since  come  out  as  to  tiiis  Lease 
were  easily  obtainable  and  ought  to  have  been 
obtained  before  the  Lcndon  Directors  took  upon 
themselves  to  recommend  a  lea-e  at  the  March  Meet- 
ing. In  ordinary  lile,  no  one  would  think  of  taking 
a  uirm  for  twenty-one  years  (much  less  a  lease  like 
this  for  990  years,  which  is  timtamount  to  a  pur- 
chase) without  a  survey  and  written  report,  especial- 
ly if  the  party  or  parlies  negotiatmg  for  the  Lease 
■were  acting  on  behalf  of  other  and  distant  parties. 
Did  the  London  Directors  obtain  any  Report  on  the 
Line  before  recommending  the  Lease?  Wh^e  is  the 
"  estimate  "  referred  to  by  Mr.  Baring  in  his  speech  ? 

*'  16.  At  the  end  of  April,  1860,  the  London  Directors  issued 
an  advertisement,  soliciting  subscriptions  for  the 
Second  Preference  Bonds,  in  which  it  was  stated  that 
£13  15s.  a  mile  awcfk  Mould  pay  the  rent  on  the 
Atlantic  and  St.  Lawrence  and  the  interest  on  the 
First  and  Second  Preference  Bonds.  No  reference 
was  made  to  the  rent  of  the  Detroit  L  ne,  and  the 
omission  as  1  have  been  informed  is  justified  by  the 
Directors  on  the  ground  that  there  was  then  no  lease. 
If  this  was  a  sufficient  justification  in  April  and  May 
when  those  advertisements  were  issued,  was  there 
anything  actually  binding  in  law  between  the  two 
Companies,  at  the  date  of  Mr.  Shanly's  Report  in 
August,  which  rendered  it  impossible  for  the  propos- 
ed Lease  to  be  "  retreated  fr  rn,''  as  advised  by  Mr. 
Shanly  in  that  Report  ? 

'  17.  Now  the  specific  complaints  aa^ainst  the  London  Direc- 
tors are — (1.)  That  they  never  ought  to  have  recom- 
mended a  Lease  on  such  terms  ;  or  at  all  events,  that 
they  should  not  have  done  so  without  a  full  communi- 
cation of  all  the  facts.  (2.)  That  the  Lease  which 
had  not  been  signed  at  the  date  of  Mr.  Shanly's 
Report  of  August,  ought  not  to  have  been  proceeded 
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with  after  that  Report.  (3.)  That  that  Report  was 
kept  by  the  Directors  Irom  their  Shareholders.  (4.) 
That  at  the  date  of  the  Lease  the  Grand  Trunk  was 
in  a  eonfessedly  bankrupt  state,  having  made  default 
in  payment  of  interest  on  itsbond  debt,  both  ordinary 
and  |)referential,  and  tlie  two  principal  liOndon  Direc- 
tors having  prior  to  that  date  obtained  judgments 
against  the  Company  for  nearly  a  million  sterling. 
**  18.  The  "  Reference"  proposed  by  Clause  9  of  the  Scheme 
is  vague  and  far  loo  general.  If  any  reference  is 
made,  it  must  extend  to  an  inquiry  into  all  the  ar- 
rangements between  the  two  (companies,  the  Grand 
Trunk  protesting  against  the  existing  Lease  being  in 
any  way  recognized  as  valid,  until  we  have  the  whole 
of  the  lacts  before  us,  and  have  come  to  a  decision 
thereon. 

"  19.  Mr.  Henry  Chapman's  "  Charg'^'s,"  and  the  Government 
Commissioners'  Report,  show  how  this  Lease  is 
viewed  in  Canada,  and  any  attempt  to  gloss  it  over 
will  convince  the  people  of  Canada  that  there  is  to  be 
no  bona  fide  change  in  the  constitution  aiid  manage- 
ment of  the  Company.  They  will  look  with  sus- 
picion upon  the  *'  Scheme,''  and  all  chance  of  further 
aid  will  be  lost.  This  transaction  must  not  be  classed 
with  those  ^^  past  "  ones  which  there  seems  so  much 
desire  not  to  enquire  into,  and  an  enquiry  into  which 
would  not  lead  to  like  practical  results.  The  neces- 
sity for  an  enquiry  is  admitted  by  the  Scheme,  and 
the  only  question  is  whether  it  shall  be  partial  or 
complete.  Indeed  an  arrangement  with  reference  to 
this  Line  must  be  an  essential  part  of  the  proposed 
reorganisation  as  it  affects  the  future  working  of  the 
Line,  and  also  the  annual  charges  on  the  Grand 
Trunk. 

'  20.  I  merely  desire  an  investigation  into  the  facts — with  those 
facts  before  them  in  the  form  of  a  Report  on  the 
whole  case,  it  will  be  for  the  Share  and  Bondholders 
to  form  their  judgment,  and  to  decide  what  is  proper 
to  be  done,  both  as  to  the  past  and  the  future. 

J.  C.  CONYBEARE, 

A  holder  of  Frst  and  Second  Preference  Bonds,  and  likewise 
the  Seven  i)e.r  Cent,  and  Ordmary  Bonds. 
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POSITION    OF    THE    COMPANY    FINANCIALLY 

CONSIDERED. 

FINA.VCIAli   OUTLIXR. 
liCiiscs.  Annual  charge.  Due. 

Allaiitic  and  Si    Lawro„ce-C  per  i   ^  .  ^^^  £147,128 

cjiMf.  on  XI, 220,075 )  '  ' 

Delioil  and  Sarnia— 8  nor  cunt,  on  )      .,p  ,.f.f.  i^ynnn 

£4r>0,()0() 5      ^'''"""  ^"'""" 

Interest  on    IVforcnce    Boncis    -  j    1 20,000 [Jan.'62]  180,000 

6  p(?r  cent.,  duo  31st  Dec,  18GI  )  *• 

Second  Prderence  Bonds-6  per        66,690  [Oct.'61]  £1,767 

cent,,  due  Iwl  April,  1879 )  '        ^  -^       ' 

Ordinary  6  per  cent.  Uomls-due  >  , 38,840  [Jan.'62]l 93, J77 

July,  1878,  and  July,  1879  ....  )  ^             ■■ 

Ordinary   7  per  cent.  Bonds — due  )  n  o^n         «          q  Ann 

July,  1878,  and  July,  1879  ,,..]  *'''^""                    ^'^''" 

7  percent.  Bonds,  £500,000 — due  )  t\K.  nnn         n       ^r.a  t^Rm 

Oct.1802.Uct.I867.anciOct.1872  I  ^^'^^^                ^^^'^^^ 

Annual  charge £546,394 

Arrears,  1st  Jan  ,  1862 £750,285 

FLOATING    DEBT. 

Company'H  Statemf-nt,  under  oath,  £2,196,500 
Judgment—Baring  &  Co 396,476 

*«  Glyn&Co 407,051 

<♦  Peto&Co 340,176 

£3,350,203 
Renewals   and   Equipments,    per  )  ^  q^q  q^^v 
Mr.  Kcefer's  report,  estimated  at  )    '       ' 

£4,350,203 

Amount  required  by  the  Company  on  the  )  £c  ,qq  ^qq 

T! St  January,  1862,  stg J  >       ' 

Th'vi  is  wholly  exclusive  of  Interest   on  the 

over-due  payments    

Exclusive  aliso  of  the  Interest  and   Rents  now 

accruing  for  t!>e  current  year  

Exclusive  also  of   X500,000  of  7  per  cent. 

Bonds  due  in  October,  1 862 
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THE    FINA>fCIAL    POSITfON    OF    THE    COMPANY, 
AS  iMODIFIKl)  BY  TIHO  IMIOPOSEO  SCHEME. 

Amount  to  bo  raised  for  Equipment,  to  bo  ctilled 

the  "  Equipment  M()rt<j;aj,'e  " £500,000 

Amount;  to  be  raised  by  capitalization  of  the  Postal 

Subsidy 1,500,000 

£2,000,000 

Amount  now  duv  by  Company,  as   per  former 

statement     }    £4,100.438 

Exclusive  of  interest  thereon   

Amounts  payable  under  terms  of  proposed  arrange- 
ment scheme 

Rents  and  Interest,  as  per  former  state- 
ment            750,285 

These  payments  are  to  be  reduced  from 
1862  to  1866  only,  as  hereinalter 
shewn 

Judgrnenr  and  Sinple  Conlraci;  Debts, 

lOy^MNMittL  in  the  £  on  principal,.     1,675,101 

£2,425,386 

Amount   payable  in  cash,  if  propc^sed  sch  ine  is 

carried  oiit £2,425,386 

Amount  to  be  received  fiom  cajjitalization  of 
Postal  Subsidy   1,500,000 

Immediate  Deficiency  £925,386 

To  this  add  insulTieiency  of  Equipment,  as  per 
Mr.  Reefer's  report,  which  estimates  the  sum  re- 
quired at  £1,000,000,  instead  of  £500,000,  as  to 
be  I  rovided  for  by  Equipment  Mortgage   600,000 

ACTUAL  DEFICIENCY £1,425,386 

The  simple  conliact  debts,  exclusive  of  liahiUlies  in  Canada^ 

vere  in  December,  1860,  estimated  at  £2,165,654,  vide  Report 

of  17th  December,  1800.     Now  let  reference  be  made  to  the 

amount  yearly  required  to  meet  the  payments  on  rents  and 

Bond  Interest,  and  Interest  on  Equipment  Mortgage  : — 
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Infero.st  on   Fquipinont  morlgnge  on  £500,000  (^ 

6  yrr  cent  

Atlantic  and    Si.    L;iwu>nci'    rent    ;>    per   cvn\   on 

£1/220,075 

Delro  t  and  Sarna  rent  5  pi-c  (;<  nl.  on  £150,000  . . 
Intenst  on    \»[  Pn-lcnnlial  IJonds  i:2,000,000  @, 

5  per  cent 

Interest  on  :2nd  Prdcientiid   Hond.s  £1,111500  ® 

5  per  cent 

Ordinary  IJonds  CI,  l().'i,087  ®  :J  per  ct'nt 

Do.  dno  18G2 500,000 

©  4  per  cent 20,000 


Amount  payable  by  Company  during  year  1862  ) 
aller  I'^aytmnt  ol"  \vorkiii;j;  expenses ^ 

Add  lo  this  the  bahince  of  float  iiig  debt  £1,075,101 
which  is  to  be  fnirled  and  lo  rank  after  1st  and 
2nd  Preference  lion. Is,  and  ufler  £.500,000  ll  nds 
due  in  lsG2,  beaiini!;  interest  @,  3  per  cent 


£30,000 

61,a04 
22,500 

100,000 

55,575 
102,119 


520,000 
£891,498 


For 
For 
For 
For 


'I'lital  iiiv.ount  pa\  able,  1802 

18G3    

1804 

1865 

1800   


50,253 
941,751 


441,751 


441,751 


441,751 
441,751 


The  deficiency  on  1st  Jaiuiary,  1802,  as  I  have  be- 
fore staled,  is 1,425,380 

Payments  for  1802    941,751 


£2,367,137 


Exclusive  of  cash  payments  to  bo  made  under  the 
proposed  scheme,  and  assuming  the  Company 
can  renew  the  i:500,000  bonds  due  in  October, 
1862, — the  cabh  required  for  this  year,  after 
payment  of  working  expenses,  is £1,867,137 

The  gross  receipts  for  1800,  were $3,322,274 

The    working  expenses  (84  per  cent.)   and   rents 

and  mortgage  interest  for  1800,  were $3,395,158 

Bondholders  may  be  unable  to  obtain  interest,  and  other  Credi- 
tors may  be  powerless,  but  there  is  no  escape  Ironi  the  payment 
of  rents  and  mortgage  interest,  if  insisted  on ;  and  if  the  revenue 
be  insufficient  for  these,  what  is  the  prospt>ct  of  the  ordinnry 
Bondholder,  or  even  the  Preference  Bondholder,  before  whom 
the  spectre  of  Renewals  rises  up  .'' 
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THE  IMPOSSIHII.ITY  OF  TIFF.  PROVINCE  GRANTING 
ANY  AI)F(iUA'rF  RFfJI-F  IN  THE  PREMISES. 

I  propose  to  diMil  with  this  piopositioii  uuclc>r  the  following 
heads : 

1st.  From  its  own  financial  position. 

2ncl,  Fronri  the  li-elinj;  oi  the  Country  ns  expressed  at  the  polls, 
at  the  period  ol   ih''  recent  giMUM'al  election. 

3rd.  From  the  inability  ol  tin*  C()in|);tny  to  ^ive  any  security 
whatever  lor  the  due  peirorinaiice  of  those  services 
for  which  the  capit.dization  ol  the  postal  subsidy,  is 
an  anticipated  paynu-nt  for  HO  years,  and  also  from 
the  absence  of  any  jsnarantce  that  another  demand 
for  relief  would  not  immediately  fdlow,  ^and  having 
regard  to  what  has  already  been  yhevvri,  this  is  not 
problematical,)  and  that  thereby  tht^  connection  bj- 
lw(en  the  Government  and  the  Company  woaM  'e 
perpetuated,  to  the  injury  of  the  Province,  its  ci-dit 
an  I  its  population. 

4th.  From  tlu;  conviction  that  the  Company  can  only  be  ade- 
quatfdy  r(diev<'d  from  its  present  embarras5>nien«s  by 
its  Corporate  decea  e. 

6th.  From  the  necessary  consequence  which  must  folic  w,  if 
relief  be  extended  to  this  K'ailway,  as  proposed,  that 
it  must,  ill  commen  fairness,  be  alike  extended  by  the 
Province?  lo  other  Provincid  Railways,  Undertakings, 
and  Municipalities,  which  are  in  common  with  the 
Grand  Trunk  Company  labouring  under  severe 
financial  embarrassments. 

Much  mi!2;lit  be  urged  in  support  of  these  propositions.  I 
shall  content  myself,  however,  wilh  a  very  few  remarks,  as  the 
propositions  themselves  will  necessarily  form  the  chief  topic  of 
discussion  in  the  colunms  <  f  the  press: — 

1.    FROM  ITS  OWN  FINANCIAL  POSITION. 

The  advance  in  payment  of  the  postal  s  rvices  for  25  or  30 
years,  woild  appear  to  bo  £'1,500,000  of  Provincial  Bonds; 
but  these  Bo>kIs  are  to  bear  interest,  which,  as  well  as  principal, 
is  to  be  paid  by  tin;  Province.  The  principal  and  interest  of  the 
advance  is  to  be  con^i.le:e,l  as  an  equivalent  to  payment.  The 
Government  is  to  give  Provincial  Bonds  for  £1,500,000,  to 
bear  interest  @  G  per  cent. ;  and  which  principal  and  interest 
are  to  be  taken  as  payment  for  postal  services  rendered  by  the 
Company  for  .'JO  yea-s,  in  which  period  the  Bonds  are  to 
mature.  The  Company  will  not  require  any  sinking  fund  to 
meet  these  Bonds :  they  are  to  be  paid  by  the  Province.  It  is 
not  a  loan  to  be  repaid  by  the  Company  ;  but  an  advance  by 
the  Province  in  payment  of  postal  ..ervices   to  be  rendered 
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during  a  period  of  30  years  ;  so  that  the  advance  to  the  Com- 
pany actually  made  will  stand  thus: — 

Bonds  to  be  given £1,500,000 

Interest  thereon  for  30  years  at  6  per  cent        2,700,000 

If  for  30  year?,  at  0  per  cent £4,200,000 

Or $21,000,000 

If  for  25  years £3,750,000 

Or $18,750,000 

Now  it  is  quite  c.c.ir  that  in  the  present  state  of  the  finances 
of  the  Province,  it  cannot  afford  to  pay  )i^45O,O0O  interest  and 
1.30th  of  the  principal,  $350,000— a  total  siirn  of  $700,000  a 
year  for  the  conveyance  of  the  mails. 

From  estimates  already  extant,  it  appears  that  the  difference 
between  the  revenue  and  expenditure  if  the  Province  for  1857, 
'58,  '59,  '60,  was,  about  twelve  millions  of  dollars. 

The  actual  debt  of  the  Piovince,  inclusive  of  every  engaj^e- 
ment  direct  and  indirect,  in  the  hands  of  the  public,  for  which 
its  credit  and  revenues  are  pledged,  according  to  the  last  state- 
ment of  the  Minister  of  Finance,  is  -1^58,292,469* 

The  revenue  of  1860,  supplied  only  about  two-thirds  of 
the  sum  expended.  The  deficiency  had  been  as  great  for 
several  previous  years.  The  great  probability  is  that,  apart 
from  any  Grand  Trunk  pecuniary  relief,  it  will  continue. 

If  the  average  deficit  ot"  the  last  four  years  be  maintained 
(and  the  assumption  of  new  burdens  is  not  likely  to  diminish 
it),  the  interest  on  the  Postal  Subsidy  Bonds  will  be  borrowed 
money,  and,  with  the  principal,  will,  at  the  end  of  thirty  years, 
represent  an  increase  of  the  Public  Debt  to  th(5  extent  of 
$21,000,000. 

The  embarrassments  of  the  Municipalities — the  Public 
Buildings  at  Ottawa — the  Inierest;  upon  an  increasing  Public 
Debt — and,  more  than  all,  the  organization  of  a  Volunteer 
Force  and  the  defences  of  the  Province,  will  at  least  absorb 
any  increase  of  revenue — or  any  reduction  of  expenditure — 
or  both — that  may  be  efflscted ;  so  that  so  long  as  the  Provin- 
cial Credit  is  maintained,  it  can  hardly  be  expected  that  the 
average  deficiency  of  the  four  years  ending  with  1860  will  be 
reduced.  In  that  case  the  Debt,  when  the  Postal  Subsidy 
Bonds  fall  due,  will  be  something  as  follows: 

The  present  Debt  being— say $59,000,000 

Postal  Subsidy  Bonds .' 7,500,000 

Average  annual  increase  of  Debt  in  30  \      q^  ^.^.^.  .v^,. 
years,  at  $3,000,000  per  annum. .  \      ^i^,""",""" 

$156,500,000 

•  The  Opposition  papers  C3tiraatc  tlie  public  debt  as  high  as  $70,000,000, 
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In  the  face  of  this  almost  inevitable  prospect,  it  is  hopeless 
to  expect  the  Canadians  to  squander  their  resources  on  a  par- 
ticular railway  already  more  favoured — (Mily  because  more 
importunate — than  others,  especially  since  there  is  an  absence 
of  all  necessity  for  it 

It  is  not  necessary,  bec?»usc  the  Canadian  portion  of  the  road 
is  now  well  able,  by  its  earnings,  to  pay  workuig  expenses, 
and  gradually  to  fully  complete  and  equip  itself,  which  is  as 
much  as  can  be  expected,  or  evtr  should  have  been  expected, 
from  it.  It  is  not,  therefore,  in  a  condition  in  which  the  Pro- 
vince would  be  warranted  in  horrovnng^ — to  lend  to  an  Insol- 
vent Company, — chielly  for  the  purpose  of  enabling  them  to 
purchase  a  temporary  peace,  and  to  pay  six  and  eight  per  cent, 
interest  upon  the  cost  of  leased  lines  {in  a  fordipt  country^ 
and  which  may  at  any  day  be  employed  as  engines  of  war 
against  ('anuda),  which  in  the  one  case  does  not  earn  four  per 
cent.,  and  in  the  other  does  not  pay  even  working  expenses. 

2.  FROM  THE  FEEFJNG  OF  THE  COUNTRY  AS  EX- 
PIIESSED  AT  THE  POLLS  AT  THE  PERIOD  OF 
THE  RECENT  GENERAL  ELECTION. 

The  expression  of  feeling  at  the  last  general  election  against 
granting  further  aid  to  the  Grand  Trunk  was  almost  univerfial. 
In  the  addresses  of  candidates  (particularly  new  candidates) 
to  their  constituencies,  the  following  paragraph  was  almost 
universally  adopted  : — "  I  object  to  further  aid  to  the  Grand 
Trunk  Railway,  and  I  desire  to  see  all  connection  severed 
between  it  and  the  Government."  In  the  speeches  of  the 
various  candidates  to  the  electors,  even  stronger  language  is 
used — language  probably  less  guarded: — '*  I  also  strongly 
oppose  any  further  grant  of  public  money  to  the  Grand 
Trunk  ;"  "  I  will  oppose  any  pecuniary  aid  whatever;"  "  Let 
the  Bondholders  take  the  road."  Even  the  Government  organ, 
the  Quebec  Chronicle^  shortly  before  the  elections,  wrote  aa 
follows: — " The  Grand  Trunk  Railway  will  never  be  in  the 
position  it  ought  to  occupy,  until  its  real  owners,  who  after  all 
are  the  Bondholders,  have  the  management  of  it ; "  and  in 
referiing  to  the  scheme  of  relief  sought  for  last  session,  and 
the  absence  of  unanimity  in  Grand  Trunk  councils,  it  pro- 
ceeds : — "  Perhaps  the  hope,  cherished  even  against  hope,  that 
the  Government  of  Canada  would  again  act  the  benevolent  and 
charitable  has  been  the  real  cause  of  this  supineness,  and  the 
man  for  the  times  will  more  readily  bo  found,  now  it  is  under- 
stood, in  England  as  well  as  here,  that  the  Bondholders,  like 
other  mortals,  must  help  themselves." — Quebec  "  Morning 
Chronicle,'"  4/A  May,  1861. 

It  is  not  my  intention  to  travel  through  the  files  of  the  vari- 
ous Canadian  journals  of  all  shades  of  politic^!,  which  have 
one  and  all  spoken  out  upon  this  question  during  the  past  year. 


66 


Neither  shall  I  refer  to  the  addresses  of  the  various  candidates 
for  Legislative  honours  ;  but  it  i*  evident  that  the  Press  and  the 
addresses  will  lend  overy  confirmation  to  the  proposition  that 
the  unanimous  teelinjjf  ot  the  pf!0|)le  of  Canada  is  against  the 
grantinn;  of  any  pecuniary  relief  by  the  Province  to  this 
Railway. 

3.  FROM   THR   INABILITY   OF   THE    COMPAiNY   TO 

GIVE  ANY  SECURITY  WHATEVER  FOR  THE 
DUE  PERFORMANCE  OF  THOSE  SERVICES  FOR 
WHICH  THE  CAPIPALIZATIONOF  THE  POSTAL 
SUHSIDY  IS  AN  ANIICIPATED  PAYMENT  FOR 
THIRTY  YEARS,  AND  ALSO  FROM  THE  AB- 
SENCE OF  ANY  GUARANTEE  THAT  ANOTHER 
DEMAND  FOR  RELIEF  WOULD  NOT  IMMEDI- 
ATELY FOLLOW— (AND  HAVING  REGARD  TO 
WHAT  HAS  ALREADY  BEEN  SHEWN,  THIS  IS 
NOT  PROBLEMATICAL)— AND  THAT  THEREBY 
THE  CONNECTION  BETWEEN  THE  GOVERN- 
MENT AND  THE  COMPANY  WOULD  BE  PER- 
PETUATED, TO  THE  INJURY  OF  IHE  PRO- 
VINCE,  ITS  CREDIT,  AND  ITS  POPULATION. 

Mr.  WatUin,  in  bis  recent  report,  section  8,  bearing  upon 
this  proposition,  makes  t  lie  following  statement: — "  I  was  able, 
I  believe,  to  convince  the  Government,  after  devoting  some 
time  to  a  personal  examination  of  the  Railway  and  its  position, 
that,  physically  and  pecuniarily,  the  material  guarantees  for 
the  performance  of  this  service  were  really  beyond  cavil.'' 

It  is  to  be  ceyiettcd  that  Mr.  Watkin  did  not  offer  some  evi- 
dence  other  than  a  mere  general  dictum  of  his  own,  as  to  where 
the  materi.'il  f^uaranlees  existed.  The  means  resorted  to  by 
him  to  obtain  the  nece>ssary  evidence,  viz.,  "  a  personal  ex;uni- 
nation  of  the  Railway  and  its  positioti,'^  are  clearly  insufficient 
data.  The  Railway  f/ud  a  Railway  might  he  able  to  perl'orm 
the  service. ;  its  position  may  be  such  as  justify  the  belief 
that  it  could  bo  performed;  but  the  question  is  whether  a 
Company  which  now  is,  and  b(  vond  doubt  for  some  years  to 
come,  must  continue  to  be  in  hopelessly  insolvent  circumstan- 
ces, can  p(jssibly  offer  any  satisfactory  ii;uarantee  to  the  Pro- 
vince for  the  due  performance  of  such  a  contract. 

4.  FROM   THE  CONVICTION  THAT  THE   COMPANY 

CAN  ONLY  BE  ADEQUATELY  RELIEVED  BY 
ITS  CORPORATE  DECEASS. 
The  Report  of  the  Comiaissioners  to  which  I  have  before 
referred,  has  an  important  reference  to  this  proposition.  The 
Commissioners  deal  with  tne  question  of  the  Crand  Trunk 
undertaking  in  its  entirety.  On  page  61  of  that  Report,  I  find 
the  following : — "  But  supposing  all  these  improvements  to  be 
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Jmroduced — granting  that  the  trade  had  ewry  accomodation 
which  it  could  reasonably  expect — that  the  fraflic  arrangements 
were  such  as  to  insure  punctuality,  and  that  the  freight  were 
carried  at  remunerative  rates,  still  there  would  be  one  measure 
more  necessary  before  the  Grnnd  Trunk  could  take  its  place  as 
a  solvent  unrlertaking.  It  is  absolutely  essential  that  the  nom- 
inal capital  should  be  reduced.  The  liability  of  the  Company 
for  interest  and  rents  exclusive  of  shaie  capital,  at  the  date 
June  30,  1860,  is  given  in  the  appendix  (p.  51),  and  was 
within  a  trifle  ol  -13,000,000,  and  if  additional  capital  were 
raised  more  fully  to  to  equip  the  road,  the  liability  would 
exceed  this  sum  ;  but  the  balance  of  revenue  account,  accord- 
ing dven  to  the  Company's  own  way  of  shewing  it,  was  not 
more  than  '11,472.000.  We  have  thus  an  annual  charge  upon 
revenue  of  double  the  amount  of  thf  a<x!xregate  net  earnings 
during  the  eight  years  the  road  has  been  open  It  is  impossible 
that  any  increase  of  traffic,  or  any  improvomfnt  of  manage- 
ment, can  make  head  a;irainst  such  a  load  of  debt. 

It  is  impossible  to  be  blind  to  the  fact,  that  nothiny-  but  the 
sacrifice  of  a  lane  part  of  the  capital  invested  can  justify  a 
hope  of  saving  any  of  the  remainder.  In,  the  pr^^soit  position 
of  the  Company^  no  external  aid  can  avail  anything.  Even 
if  it  were  possible  to  obtain  means  to  effect  a  tempcrary  reUcf,^  it 
looutd  only  the  more  speedily,  and  the  iKort  certainly,  bring  on 
the  final  crisis." 

Such  was  the  expressed  opinion  of  the  Government  Com- 
missioners. 

5.  FROM  THE  NECESSARY  CONSEQUENCES  WHICH 
MUST  FOLLOW  IF  RELHOF  BE  EXTENDED  TO 
THIS  FIAILWAY  AS  PROPOSED;  THAT  IT  MUST, 
IN  COMMON  FAIRNESS,  BE  ALIKE  EXTENDED 
BY  THE  PROVINCE  TO  OTHEIl  PROVINCIAL 
RAILWAYS,  UNDEIITA KINGS,  AND  MUNICIPAL- 
ITIES,  WHICH  ARE,  IN  COMMON  WIIMI  THE 
GRAND  TRUNK  COMPANY,  LABOURING  UNDER 
SEVERE  FINANCIAL  EMBARRASSMIVNTS. 

This  proposition  is  self-evident.  M  sny  Mi'nicipalities  are 
fearfully  embarrassed.  They  owe  about  $8,000,000 ;  and 
many  are  being  sued  by  the  Crown  at  this  moment,  to  en- 
force payment,  which  cannot  but  bring  about  a  large  amount 
of  local  and  direct  municipal  taxation. 

As  to  the  other  Railways,- the  Buffalo  &  Lake  Huron  and 
the  Great  Western, — enough  is  already  known  in  England  and 
in  this  Province  as  to  these  lines,  and  as  to  the  present  condi- 
tion of  their  alTairs,  to  render  any  [)articular  reference  thereto 
unnecessary. 
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THE  NORTHERN  RAILWAY. 

By  an  act  of  the  Provincial  Parliament  22  Vic.  ch.  89, 
(1859)  "  All  act  relatinj*  to  The  Northern  Railway  Company 
oj  CanadaC^  Parliament  denlt  with  the  enibarrassinenis  of  a 
Provincial  Railroad,  whose  position  then  was  analagous  to  the 
present  condition  of  the  Grand  Trunk.  The  Northern  Rail- 
way  was  much  embarrassed  financially,  the  Preference  Bond- 
holders had  commenced  suits  upon  their  Bonds  -the  road  was 
in  bad  condition — its  credit  was  impaired — iis  development 
wholly  impossible,  and  its  extrijatiHi  beset  with  difheulty. 
All  interests  essayed  to  obtain  Parliamentary  aid,  and  failed. 
Unitedly  they  procun.'d  the  passage  of  an  act,  the  result  of 
which  has  been  in  a  couple  of  years  to  restore  the  credit  of  the 
Company,  and  to  conduce  to  its  material  prosfjerity. 

This  act,  shortly  stated,  is  as  follows  : — 
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Northern  Railway  of  Canada  vested  in  the  Crown  for  the 
following  purposes  :  — 

1.  Governur  in  CouncU  may  cause  the  Railway  to  be 
put  in  repairs  at  a  cost  not  exceeding  $60,000. 

2.  Railway  may  be  worked  either  by  intervention  of 
the  Company,  or  by  other  persons. 

3.  Railway  maybe  sold  on  or  after  1st  August,  1859, 
and  proceeds  of  sale  distributed  among  creditors  in 
proper  order  of  i)riority. 

4.  Railway  may  be  bought  by  tlie  Province. 

♦'2.  Governor  in  Council  n)ay  treat  and  agree  with  the  Com- 
pany or  Bondholders  for  the  transfer  of  the  Railway, 
stock  plant,  rights,  and  privileges  to  the  Company  or 
to  the  Bondholders,  and  allow  new  capital  to  be 
raised  by  Preferential  Bonds,  to  be  applied  in  the 
repair  and  improvement  of  the  Railway  and  stock. 

*' Order  in  Council  for  transfer  to  be  binding  on  all  persons 
having  any  interest  in  the  present  capital  of  the 
Company,  whether  as  Stockholders  or  Bondholders. 
The  effect  of  such  order  being  to  vest  the  property 
and  rij^hts  in  the  persons  mentioned  iti  such  order  of 
Council. 

"PiiUiuy  of  lien  and  dividends  may  be  granted  by  the 
Governor  in  Council  for  new  capital,  and  subscribers 
therefor  to  vote. 

•'Order  of  (Council  to  provide;  for  matters  incidental  to  the 
Kailway  and  its  management." 

What  is  then;  to  prevent  such  an  arrangement  being  come 
to  with  respect  to  the  Grand  Trunk.?  The  peculiar  position  of 
the  Judgment  Creditors,  who,  as  Financial  Agents  of  this 
Province,  are  enal)led  to  cxercisa  more  than  ordinary  influence 
over  provincial  legislation,  has,  no  doubt,  been  the  reason  why 
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an  exceptional  policy  is  followed  in  the  case  of  the  Grand 
Trunk  Fail  way.  it  .should  not  be  concealed  that  ;lieie  exists  a 
strong  ronvicfion  in  Canada,  that  the  Judgment  Cn  dilors.  h  ive 
clerlve(i  advantages  from  iheir  control  over  ihc  provincial 
finances  which  should  go  far  to  neutralize  iheir  advancers  to 
the  Railway,  and  that  on  this  account  other  sufferers  have 
stronger  claims  upon  contributions  to  he  made  by  the  Province. 


CONCLUSION.  ^ 

During  the  past  twelve  months  the  people  of  Canada  havte 
bpen  generally  aware  that  efforts  would  be  made  to  obtain 
pecuniary  aid  for  this  Company,  from  the  Province.  The* 
appeal  made  by  the  Shareholders  during  the  last  sjssion  was 
unsuccessful,  and  as  far  as  the  tone  of  the  press,  of  all  shades  of 
politics,  and  the  addresses  of  new  members  to  thoir  constitu- 
ents at  the  recent  elections,  cun  be  regarded  as  an  index  of  the 
public  sentiment,  there  seems  to  be  little  doubt  that  any 
appeal  for  aid  will  be  regarded  with  disfavour ;  I  might  go 
further  and  say  it  would  be  strenuously  opposed.  The  expres- 
sion of  this  opi'-.ion  does  not  emanate  from  faction  or  party,  it 
is  not  an  expression  of  triumph  that  having  got  the  road  ihey 
seek  to  avoid  paying  for  it.  Opposition  to  pecuniary  aid 
from  the  province  is  not  rested  on  any  technical  ground, — the 
Colony  does  not  seek  to  avoid  theresponsibiliiy  of  any  engage- 
ment to  which  it  is  not  bound  by  any  strictly  legal  form.  The 
functions  of  the  Canadian  community  are  not  limited  to  the 
securing  the  railway  first,  and  then  l.iughing  at  the  simplicity 
of  those  who  embarked  their  means  in  the  undertaking.  The 
Colony  sympathises  with  those  widowa  and  orphans,  those 
small  capitalists,  and  la-ge  ones  also,  who  have  invested  their 
means  in  the  undertaking.  The  Colonists  assume  a  higher 
ground  and  rest  their  case  on  anything  but  slender  promises. 

It  has  never  been  preteiuled  that  any  le^al  responsibility  can 
be  urged  by  the  claimants  fnr  relief,  and  they  are  content  to 
rest  their  case  ou  the  strong  tnoral  claim  they  have  upon  the 
Province.  At  the  same  time,  and  with  the  same  broath,  they 
urge  that  in  Canada,  moral  claims  are  not  understood. 

It  appears  to  be  forgotten  that  diere  are  two  sides  to  the 
question,  and  that  Canada  has  also  a  moral  claim  to  urge  on 
behalf  of  lu  r  own  ^leople.  Ii  is  urged  thai  if  Canada  refuses 
the  sacrifice  now  claimed  at  her  hands,  "  it  will  not  vequire 
much  foresight  to  perceive  that  she  will  have  taken  a  dovvn- 
ward  step,  to  be  recovered  only  by  prolonged  and  cosily  sacri- 
fices." It  may  be  also  urged  with  equal  force,  that  should 
she  make  the  sacrifice  she  may  be  plunging  herself  into  ruin 
and  inevitable  and  continuing  Bankruptcy: — and  my  reasons 
before  mentioned  shewing  why  she  cannot  make  the  advance 
go  far  to  establish  such  a  proposition.     To  whom  would  the 
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advancp  go,  if  made  ■  To  Ih.  Ji  .'gmenl  Creditors,  Messrs. 
Baring  and  Glyii  and  Messrs.  Pelo  md  Co.,  the  conlraotors,  in 
greater  part.  The  poor  shareholders  would  not  benefit  a  whit. 
The  Bondholders  might  gel  a  yearV  interest,  and  that  is  afl. 
This  is  a  strong  fact  for  the  consideration  of  those  English 
people  who  are  contending  that  pecuniary  aid  from  llie  Province 
is  their  just  right. 

The  Lc^iislature  of  'his  Province  grunted  a  specific  amount 
of  aid  to  tiie  Railway,  and  sinolioued,  through  a  Committee 
of  the  House,  the  contract  mode  in  n-hich  the  enterprise  was 
to  be  underiaken  ;  but  neither  the  Legislature  n'U'  the  Govern- 
ment, as  such,  mere  parties  to  the  pro>  p^-etus,  \hv  *  oncocHion  of 
which  took  place  in  LoniK  n,  under  bjth  (Inglisli  a  :d  Canadian 
auspices,  n^d  ihe  fallacious  promises  oi  which  have  c  'n>^»tituled 
the  basis  of  ihe  "moial  el  ims"  put  forlh.  At  the  suiue  time 
it  is  bui  just  to  admit,  thai  di"  Gov  rnment  of  this  Prjvince 
assumed  tlse  r<;t^ponsil/ility  of  a  supervision  of  the  expemiituie  ; 
and  in  so  far  as  the  [  r  ;sant  embarrassmenis  of  the  Con^pany 
are  produced  or  increas' ;!  by  i*s  failnie  faithfully  to  discharge 
that  duty,  it  is  answerable  And  if  any  of  its  members  or 
officials  are  responsible  fo-  ce  niaiiy  frauds  which  have  been 
praeliseo  upon  the  SfockhoUiers,  and  which  have  done  so  much 
to  exhaust  ibe  cnpiinl  and  destroy  the  usefulness  of  the  road, 
as  well  as  its  ability  to  make  a  return,  a  moral  responsibility 
h,'!S  been  incurred.  The  Preference  Bondholders  may  also 
justly  complain  thai  their  money  was  obtained  under  a  species 
of  i'alse  pretences,  as  the  report  of  the  Government  Commis- 
sioners has  shewn  tliat  systematic  concealment  of  the  true 
financial  condition  of  the  Company  has  been  practised  ;  and  it 
may  reasoi,t;bly  be  expected,  that  from  the  connection  between 
the  Government  and  the  Company,  as  well  as  from  the  contrd 
supposed  to  be  exercised  over  all  corporations, — and  especially 
railways, — under  the  Railway  Inspection  Act,  that  such  prac- 
tice;; Wiiild  not  have  been  allowed. 

I  am  satif  Red  that  an  advance  by  the  Province  will  not 
influence  the  estimation  in  which  for  the  future  Canada  wi'l 
be  held  in  England.  U  an  English  merchant  ascertains  that 
his  customer  is  trading  largely  beyond  his  capital,  if  a  body  of 
merchants  on  'Change,  are  well  aware  that  the  imports  of  a 
Colony  laiirely  exceed  its  exports,  if  financiers  are  convinced 
that  the  debts  of  the  borrower  far  exceed  his  available  resourceb 
and  his  means  of  payment,  we  well  know  the  consequences 
which  ensue,  ami  if  a  bankrupt  company  endeavour  to  bo'^u'r 
up  their  already  lost  credit  by  neans  which — although  ■'  y 
may  tide  it  over  for  a  season- -cinnot  re-establish  its  c  edit, 
we  know  the  English  maxim  is  "wind  it  ui)."  If  a  pro- 
perty is  mortgaged  far  beyond  its  value,  we  know  that  tli*^ 
prudent  course  of  tlie  mortgagees  is  to  realize,  as  their  chances 
of  ultimate  payment  are  diminished  by  the  accumulations  H" 
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interest — by  the  deprfciatinn  of  the  security — by  a  host  of 
continujennles,  with  which  every  Mortgagee  and  business  man 
is  well  acquainted.  When  a  property  is  borne  down  by  these 
calamities,  it  can  only  be  re-established,  or  developed,  or  im- 
proved in  other  hands — and  when  freed  from  the  incubus  of 
heavy  debt  which  had  impeded  its  re-establishment  to  credit, 
its  development,  and  its  improvement. 

Since  Dec,  1859,  tlie  interest  has  not,  heen  paid  on  the 
three  millions  of  share  capital,  and  since  Jime  18G0  the  pay- 
mrnt  of  all  interest  has  been  suspended  on  the  seven  millions 
of  bonds  of  various  orders  of  |)riority,  1  have  already  shewn 
whiit  the  floating  debt  amounts  to— the  Company  being  over- 
whelmed with  debt,  wholly  destitute  of  crcilit,  lapsed  into 
utter  insolvency  and  confusion — it  is  sought  to  shape  this 
chaos  into  order,  to  restore  this  insolvent  wreck  to  commercial 
prosperity,  not  by  means  usually  resorted  to  in  such  cases,  but 
by  a  fruitless  applii  at  ion  for  an  advance,  which,  even  should  it 
be  obtained,  would  amount  to  about  one-third  of  the  sum  ac- 
tually required  for  the  purpose. 

li  we  assume  that  the  scheme  pro| osed  is  adopted,  after 
a  very  short  time,  if  noi  in  its  inception — if  my  figures  are  cor- 
rect— ihe  Grand  Trunk  must  relapse  into  continued  pecuniary 
embarrassment.  I  have  said  that  the  Preference  Bondholders 
cannot  be  benefitted  by  its  passage,  it  aj)pear3  to  me,  how- 
ever, that  they  must  be  seriously  prejudiced  when  as  first 
mortgagees  they  have,  in  order  to  save  their  securities,  to  take 
possession  of  and  work  the  road,  and  as  that  event  may  soon 
happen, — should  it  take  place,  they  will  find  themselves  bereft 
of  a  most  important  source  of  income.  According  to  estimates 
prepared  for  the  passage  of  the  proposed  relief  scheme,  a  sum 
of  !|350,000,  and  3^^  of  £1,500,000,  equal  to  .$350,000,  or  a  total 
of  ^700,000  yearly  for  the  carriage  of  the  mails,  will  have  been 
already  paid  in  advance  for  30  years  by  the  Province.  They 
will  f.nd  that  they  are  bound  to  this  contract,  they  will  have  to 
carry  the  mails  without  remuneration  for  many  years,  and  from 
the  anticipated  payment  will  not  have  derived  any  other  ad- 
vantage than  perhaps  the  payment  of  a  year's  interest  on  their 
bonds — 

Th^  principal  of  the  new  postal  bonds  is   £1,500,000 
The  interest  r»r  thirty  years £2,700,000 


£4,200,000 

And  the  consideration  for  this  advance,  services  io  be  rendered 
by  the  Company  for  a  like  period.  Assuming  the  Company 
fail,  and  the  Preference  Bondholders  are  compelled  to  take 
possession  to  save  themselves,  it  is  in  efi'ect  putting  betbre 
their  claim  £4,200,000  ;  it  matters  not  whether  this  sum  is 
placed  before  them  as  cash  advanced,  or  in  services  to  he  ren- 
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den^I^  bccausn  f»»r  the  latter  lliey  should,  when  In  possession, 
receive  so  niucli  cash.  The  s<»rvice  must  be  performed  without 
payment,  theieforo  to  such  an  extent  it  is  to  them  a  positive 
loss. 

If,  then,  the  soheme  of  arrangement — the  capitalzalion  of  the 
Postal  Subsidy — as  proposed  at  the  meeting  held  in  London, 
in  July  last,  and  confirmed  for  adoption  in  December,  "  as  the 
only  practical  means  of  relieving  this  concern  from  its  finan* 
cial  cmburrassmenls,"  cannot  and  will  not  be  adopted  by  the 
Legislature  of  t'nis  Province,  it  seems  clear  that  the  question 
of  the  I'oslal  Subsidy  can  only  bo  prescsnted  in  one  other  form, 
viz.,  that  the  Legislntme,  acting  upon  the  willingness  of  the 
Government  to  arbitrate  as  to  the  amount  to  be  paid,  may 
sanction  a  contract  for  some  amount  to  be  paid  for  Postal 
Service  annually,  into  the  hands  of  Trustees,  during  a  term  of 
years,  for  the  purpose  of  providing  the  interest  at  least  '>n  a 
new  issue  of  Kontls  by  the  Company.  In  other  words,  that 
the  Company,  under  their  corporate  powers,  might  issue  new 
Bonds,  the  interest  on  which  should  be  naid  by  the  Province, 
out  of  the  amount  which  the  Province  .'V'tV  agree  to  pay  for 
Postal  Services, — the  Province  capita  izip^  'h--^.  sum  to  meet 
the  interest  yearly. 

The  law  of  1849,  which  only  extended  ihe  I'iovinclal  gua- 
rantee lo  the  interest  on  railway  loans,  proved  inoperative; 
and  it  is  therefore  probable  that  any  amount  to  be  annually 
paid  by  the  Province  must  be  sufficient  to  form  a  Sinking  Fund 
for,  as  well  to  meet  the  interest  on,  the  new  issue  of  the  Com- 
pany's Bonds.  This  necessity  calls  for  a  more  liberal  subsidy 
or  a  reduced  issue  of  Bonds. 

The  pre.'^ent  Postmaster  General,  when  addressing,  at  Peter- 
boro',  the  electors,  at  the  recent  Trent  election,*  referring  to 
the  (juestion  of  payment  lo  the  Grand  Trunk  for  I'ostal  Services, 
said,  "  A  bargain  had  been  made  between  the  Government, 
through  Mr.  Morris,  and  the  Company,  that  the  latter  should 
be  paid  $110  per  mile  for  Postal  Services.  When  1  took  office, 
I  considered  that  $70  a  mile  was  sufficient ;  and  the  Company 
had  never  been  paid  more  than  $70  since  Mr.  Postmaster 
General  Morris'  time.  The  Company  claimed  the  difTerence, 
and  it  was  a  just  one — it  was  certainly  not  a  trumped  up  one  ; 
but  1  neverttieless  insisted  that  the  country  could  not  aflord  to 
pay  $110  a  mile.  I  had  fixed  the  amount  at  $70,  because  I 
honestly  believed  that  the  country  could  not  afford  to  pay  more. 
I  always  resisted  ihe  payment  of  the  $40  a  mile  extra,  from 
the  time  I  reduced  it.  It  was  undtr  tliese  circumstances  that 
the  Company  offered  Preferential  Bonds,  and  good  security, 
for  a  tcmponiry  loan  of  $245,000,  io  be  paid  by  the  Post  (Jffice 
Services  Fund." 


•   Vide  Toronto  Liadcr  of  August  23rd,  1861. 
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The  Government  Commissioners'  Report,  page  57,  states  the 
facts  with  reference  to  the  allowance  to  the  Company  for 
Postal  Services,  and  they  agree  with  the  statement  made  by 
the  Hon.  Sidney  Smith.  It  further  appears,  from  this  report, 
that  the  United  States  Government  pays  the  Grand  Trunk,  on 
the  Atlantic  district,  $100,  and  on  the  Dei.roit  district,  $43 
per  mile. 

The  average  rate  paid  in  the  United  States,  in  1860,  "as 
$172.24  per  mile.  But  the  railways  in  the  States  i^arry  more 
mails,  and  perform  "  extra  "  services :  they  deliver  the  mails 
at  the  post  offices  at  the  terminal  stations,  and  at  all  way  offices 
not  more  than  a  quarter  of  a  mile  from  the  railway ;  whilst  in 
Canada,  the  the  post  office  receives  the  mails  on  the  platform. 

From  these  authorities,  it  is  clear  that  the  amount  to  be  paid 
cannot  be  expected  to  exceed  $100  a  mile.  What  amount 
would  this  produce  as  a  som'ce  of  yearly  revenue  for  Postal 
Services  ? 

The  length  of  the  road  is  1097  miles. 

Deduct  from  this — 

Portland  division 149^ 

Detroit  extension 59 

Eastern  division,  in  the  State  of 

Vermont 17 

Branches 1\ 

232^ 

Total  number  of  miles 865|^ 

Producing  a  revenue  of ^6,5U0 

When  we  remember  that  the  Company  only  run  one  through 
train  in  the  twenty-four  hours  ;  that  the  Rivie/e  du  Loup  Ex- 
tension has  only  one  train  daily ;  and  that  between  Toronto 
and  Sarnia  there  is  another  railway  to  compete  for  the  through 
mails, — it  is  evident  that  no  extra  trains  (except  in  connection 
with  the  arrival  of  an  ocean  steamer)  are  run  for  the  mails. 
That  in  fact,  if  no  mails  were  carried,  the  trains  would  run  as 
they  now  do,  for  passenger  accommodation  only  •  and  fixiwc 
the  value  of  the  service  performed  by  the  rates  paid  by  the 
Express  Companies  for  a  greater  amount  of  tonnage  carried, 
the  annual  value  of  the  Mail  Service  would  not  exceed  the 
above  estimate.  The  Company  performs  the  business  of  the 
Express  Companies  for  about  £7,000  or  £8,000  per  annum ; 
and  allowing  for  the  diiferencv-,  m.  the  services,  three  times  this 
amount  should  be  the  full  value  for  the  mails. 

Again,  the  Lp^'slature  will  be  deterred  from  assenting  to 
any  excessive  mllrfage  allowance  to  the  Grand  Trunk  Railway 
for  postal  purposes,  by  the  oonsidoration  thnt  there  are  about 
one  thousand  miles  of  railway  m  Canada  belonging  to  other 
Companies,  to  whom  a  proportionate  subsidy  must  be  given. 
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To  meet  the  exigences  of  the  arrangement  scheme  already 
referred  to,  the  Company  require — 

Yearly $700,000 

And  this,  I  have  shewn,  is  insufficient  to  meet  its 
present  requiremeii; . ;  an  i  here  we  have  an 
amount  of  only   , 86,500 

Leaving  the  deficiency $613,500 

A  yearly  payment  of  interest  equal  to  $86,500,  would  oniy 
meet  the  interest  payable  on  a  capittil  >>*  under  £300,000.  This 
would  iioi  pay  the  interest  on  the  proposed  *'  Equipment " 
Mortgage  of  £500,000 ;  and  rents,  interest  on  bonds,  and 
f'oatinr,  Uebt,  would  remain  as  they  are  at  present — unsatis- 
fieu.  'Ye  may  therefore  dismiss  this  alternative  proposition 
without  further  consideration. 

Lastly.  The  Shareholders  can  never  hope  for  any  return 
unless  placed  on  a  par  with  their  creditors ;  but  as  the  pro- 
P'letors  of  the  charter,  and  the  real  managers  of  the  property, 
they  have  a  position  perhaps  more  protitable  to  the  controlling 
members  thm  that  of  any  olher  class.  Although  railways 
may  be  unable  to  pay  interest  or  dividend, — the  disbufiiment 
of  the  whole  receipts  in  working  expenses,  renewals,  exten- 
sions, &c.,  gives  rise  to  profitable  English  commissions  oa 
iron,  locomotives,  &c. ;  and  the  contracts  for  sleepers,  fuel, 
oil,  &c,,  afford  a  local  patronage  available  for  political  pur- 
poses. Again:  the  power  of  appointing  the  three  thousand 
employes  may  compensau ,  many  shareholders  for  the  loss  of 
dividends, — as  friends  and  relations  may  thus  be  provided  for, 
or  political  support  be  purchased  The  largest  shareholder — 
if  he  exercises  his  power — may  make  more  out  of  a  bankrupt 
railway  than  the  highest  dividend ;  and  thus  a  powerful  com- 
bination of  shareholders,  high-salaried  offi(!ials,  supernumerary 
employes,  and  politicians,  may  bt  expect(id  to  unite,  promise 
and  attempt  impossibilities  to  luainiiin  the  statu  quo^  and  pro- 
long their  official  existence  at  the  expense  of  the  Bondholders 
and  other  creditors  of  this  unf  rtunnte  undertaking.  It  is  from 
this  interest  the  Preference  B'  ..dholders  have  most  to  fear. 

It  is  not  my  duty  to  say  more  thcin  I  have  already  urged  on 
this  question.  Upon  all  ir  iportant  questions  of  finance, — 
whether  as  pertaining  to  "  home  "  or  abroad, — Englishmen 
generally  possess  sound  and  enlarged  views,  ^and  in  their 
hands  I  may  saiely  'tave  the  subject. 


en 
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Lovell  a}ui  CHbson,  Printers,  Toronto. 


